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FINANCIAL AND OPERATING SUMMARIES 


For The Year 

Revenues. 

Net income (loss). 

Dividends. 

Net income (loss) per share. 

Dividends per share. 

Net income (loss) as a percent of— 

Revenues. 

Stockholders’ equity at beginning of year. 

Taxes—Federal, state, local and foreign. 

Depreciation. 

Capital expenditures: 

Property, plant and equipment. 

Investments in associated enterprises. 

Raw steel produced (net tons). 

Steel products shipped (net tons). 

Employees—monthly average receiving pay. 

Employment costs (excluding costs charged to non-recur¬ 
ring items). 

Average employment cost per hour. 

At Year End 

Long-term debt. 

Stockholders’ equity. 

Capital expenditures authorized: 

Property, plant and equipment. 

Investments in associated enterprises. 

Orders on hand. 


1977 I 1976 

(dollars in millions, except per share and 
hourly employment cost data) 


$5,410.2 

(448.2) 

65.5 

$5,304.7 

168.0 

87.4 

$(10.27) 

1.50 

$3.85 

2.00 

(8.3)% 

(16.6)% 

3.2% 

6.4% 

$(279.2) 

300.1 

$205.4 

275.6 

$532.1 

19.8 

$396.2 

10.4 

16,609,000 

12,405,000 

18,872,000 

12,829,000 

100,000 

105,000 

$2,368.5 

13.40 

$2,313.6 

12.10 

$1,154.8 

2,178.9 

$1,023.1 

2,692.6 

$515.0 

14.7 

$1,102.0 

61.8 

$1,582.0 

$1,408.0 
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THE CHAIRMAN'S LETTER 



Lewis W. Foy 


To the Stockholders: 

1977 was a very difficult year 
for Bethlehem. The many chal¬ 
lenges which your management 
faced during the year were com¬ 
plex and unusual. The problems 
we encountered caused our em¬ 
ployees to endure great hardships 
and make many personal sacri¬ 
fices. We incurred a net loss of 
$448.2 million. Without the non¬ 
recurring charges against income 
of $791 million, the net loss for 
the year would have been $18.7 
million. I recognize, above all 
else, that these financial results 
and the resulting dividend reduc¬ 
tion were a great disappointment 
to you, just as they were to me 
personally. Let’s take a look at 
what has happened and where 
we’re headed. 

In 1973 and 1974 the American 
steel industry was experiencing 
strong demand and encouraging 
financial results. After many 
years of inadequate profitability, 
Bethlehem attained a record 
15.3% return on stockholders’ 
equity in 1974, which was ap¬ 
proximately the average return 
of all manufacturing companies. 
We had every confidence for the 
future. Of course, we expected 
the cyclical downturns that are 


characteristic of our industry, but 
overall, we anticipated long-term 
growth and adequate profitability. 

Your management made plans 
to take advantage of the antici¬ 
pated opportunities, and we em¬ 
barked on a large capital expendi¬ 
ture program. As we got into 

1975, however, we had to begin 
to take a second look at our plans. 
The shipment and net income 
figures show why. We shipped 
over 16 million tons of steel 
products in 1974. In 1975, ship¬ 
ments by the domestic industry 
dropped sharply, and Bethlehem 
shipped only 11.9 million tons. 
Bethlehem’s shipments improved 
by only about a million tons in 

1976. Net income was $342 mil¬ 
lion in 1974. It declined to $242 
million in 1975 and $168 million 
in 1976. As we looked at the 
situation in 1977, we concluded 
that the decline in our profit mar¬ 
gins had permanently undermined 
the economic viability of certain 
of our marginal facilities and that 
additional capital investment to 
modernize and add pollution con¬ 
trols to these facilities could no 
longer be justified. 

The dramatic decline in profit¬ 
ability can be attributed to many 
things. In the first place, the 
cyclical downturn which struck 
the steel industry in 1975 has 
affected Bethlehem for much 
longer than had been anticipated. 
Bethlehem draws a healthy share 
of its business from the construc¬ 
tion and capital goods markets, 
but those sectors of the economy 
have lagged behind the general 
economic recovery. In addition, 
the profitability of our steel busi¬ 
ness has been hurt by foreign steel 
imports absorbing a major por¬ 
tion of overall improved demand. 
Sharp increases in employment 
costs and the cost of purchased 
goods and services, principally 
energy; market and government 
resistance to adequate price in¬ 
creases to offset inflationary costs; 
and government mandated ex¬ 
penditures for non-income produc¬ 
ing environmental controls have 
also eroded profitability. These 
problems aren’t new. I’ve told 
you about them before. What 
was new was that, despite our 


efforts, nothing seemed to be 
changing in our favor. In fact, 
all these factors were having an 
increasingly adverse impact on 
our steel business. To top it off, 
we had the misfortune in 1977 of 
being hit by three diverse natural 
disasters. 

In 1977 we mobilized an in¬ 
tensive effort to adjust our busi¬ 
ness to today’s economic forces 
and political realities. We began 
closing marginal facilities, reduc¬ 
ing overhead and taking steps to 
improve efficiency. We also cut 
back on our capital expenditure 
program and shut down various 
support facilities. As a conse¬ 
quence of these actions, Bethle¬ 
hem recorded a $750 million 
pre-tax charge for 1977. 

As we emerge from 1977, I 
know that 1978 is a critical year 
for Bethlehem and that we must 
look ahead with caution. But we 
do so from a new perspective. 
Our steel business is better ori¬ 
ented from a profit point of view, 
and our financial position is good. 
Furthermore, we are encouraged 
by the recognition in Washington 
that the steel industry has been 
burdened with problems that have 
been created by external forces, 
including the government, and 
by the fact that both the legisla¬ 
tive and executive branches of 
our government are considering 
actions to alleviate these con¬ 
ditions. 

We shall continue to monitor 
all operations very closely and to 
take whatever additional steps 
may be necessary to reduce costs 
and improve efficiency. The over¬ 
riding objective is quite clear—to 
restore adequate profitability to 
our business. I am confident that 
the improved results of operations 
for the fourth quarter mark a 
turning point for us in achieving 
that objective. 













THE YEAR M REVIEW 


Many factors affected Bethle¬ 
hem’s operations and financial re¬ 
sults for 1977. These included 
the multiple effects on our opera¬ 
tions of the three natural disasters 
—the abnormally harsh winter 
weather during January and Feb¬ 
ruary, a fire at a coal mine in 
Cambria County, Pennsylvania, 
and a flood in July in the Johns¬ 
town, Pennsylvania, area. More 
significantly, financial results were 
affected by implementation of a 
plan, announced on August 18, to 
help improve Bethlehem’s profit¬ 
ability. The principal elements 
of the plan were a 2.6 million ton 
permanent reduction in steelmak¬ 
ing capacity at our Lackawanna 
and Johnstown plants, a reduc¬ 
tion in planned corporate capital 
spending in 1977 and 1978 and a 
reduction in salaried and hourly 
employment and overhead to a 
level consistent with the revised 
steelmaking capacity. Financial 
results for 1977 were also ad¬ 
versely affected by lower pro¬ 
duction and shipments when com¬ 
pared to 1976, increased labor 
costs, foreign steel imports and 
unauthorized work interruptions 
at several coal and iron ore mines. 
All these factors should be kept in 
mind as you read the following 
sections of the Annual Report, 
where they are explained in more 
detail. 


Financial 


Income 

Bethlehem incurred a net loss 
of $448.2 million in 1977 or a loss 
of $10.27 per share of Common 
Stock. Net income for 1976 was 
$168 million, or $3.85 per share. 

Results for 1977 were materially 
adversely affected by a pre-tax 
charge of $750 million resulting 
from the plan to close down 
certain steelmaking and related 
facilities and by a pre-tax charge 
of $41 million reflecting estimated 


clean-up and restoration expenses 
related to a flood in July. With¬ 
out those charges the loss before 
taxes on income in 1977 would 
have been $120.2 million, the net 
loss would have been $18.7 mil¬ 
lion, and the net loss per share 
would have been 42^. The pre¬ 
tax loss for 1977 was reduced by 
approximately $35 million as a re¬ 
sult of the reduction in inventories 
valued by the LIFO method. 

Of the $750 million charge, 
about $167 million represents the 
write-off of the closed facilities 
and does not involve an expendi¬ 
ture of cash. Approximately $100 
million of the charge relates to 
costs expected to be incurred in 
the termination of operations dur¬ 
ing the closedown period, includ¬ 
ing operating losses, the write¬ 
down of inventories and losses 
under certain contracts. The re¬ 
mainder of the charge, approxi¬ 
mately $483 million, represents 
the estimate of the present value 
of pension costs and the costs of 
other benefits payable to ter¬ 
minated and laid-off employees. 
Since the cost of these benefits 
was recognized in 1977, it will 
not be charged against income in 
future years even though actual 
payment of most of the benefits 
will extend over a lengthy period 
of time. The $750 million charge 
represents our estimate of the 
total costs and expenses associated 
with the plan to close down fa¬ 
cilities, but, as indicated in the 
notes accompanying Bethlehem’s 
consolidated financial statements, 
adjustments to the charge are 
possible in future fiscal periods. 


Dividend Action 

At the July 27 meeting of the 
Board of Directors, the quarterly 
dividend was reduced from 50fi to 
25*f. The Board concluded that 
it was prudent to do so in view of 
Bethlehem’s results for 1977 to 
that point and because the out¬ 
look for Bethlehem and the 
American steel industry was un¬ 
certain. The Board, based on its 
current assessment of relevant 
factors, continued the 25ft rate for 
the dividend payable March 10, 


1978, to stockholders of record at 
the close of business on Febru¬ 
ary 10, 1978. 


Revenues, Shipments and 
Production 

Total revenues were $5.4 bil¬ 
lion in 1977 and $5.3 billion in 
1976. Shipments of rolled steel 
and other finished products were 
12.4 million net tons in 1977 and 
12.8 million net tons in 1976, a 
decrease of 3.3%. Production of 
raw steel was 16.6 million net tons 
in 1977 and 18.9 million net tons 
in 1976, a 12% decline. 

The reduction in the level of 
production was greater than the 
reduction in the level of ship¬ 
ments in 1977 as a result of 
Bethlehem’s plan to reduce its 
inventories. 


Capital Expenditures and 
Authorizations 

Capital expenditures, including 
investments in associated enter¬ 
prises, amounted to $551.9 million 
during 1977 and $406.6 million 
during 1976. Expenditures in 
1977 were reduced by $128 mil¬ 
lion from the amount estimated 
at the beginning of the year. We 
now estimate that capital expend¬ 
itures during 1978 will amount to 
approximately $500 million. 

At 1977 year end, the estimated 
cost of completing authorized 
projects was $529.7 million. Dur¬ 
ing 1977, $337.8 million in capital 
expenditures were authorized, and 
previously authorized capital proj¬ 
ects of $420 million were can¬ 
celled. Of the total capital ex¬ 
penditures currently authorized, 
about 25% will be for environ¬ 
mental control. 


Financial Position 

Because of the adverse results 
of 1977, Bethlehem’s financial 
position has obviously changed 
but remains good. While work¬ 
ing capital and stockholders’ 
equity were reduced, they were 
approximately $517 million and 













$2.2 billion, respectively, at year- 
end. Cash and marketable secu¬ 
rities were $238.8 million. Beth¬ 
lehem expects to receive a refund 
of prior years’ income taxes of 
about $134 million in 1978. In 
addition, Bethlehem has deferred 
investment tax credits amounting 
to approximately $88.1 million 
which are available to offset future 
years’ income taxes. 

In March 1977, Bethlehem 
entered into a credit agreement 
with a group of banks. Under 
the agreement, Bethlehem may 
borrow, on a revolving credit 
basis, up to $300 million prior to 
March 1, 1980. Bethlehem also 
has the right under the agreement 
to make term loans on March 1, 
1980, up to $300 million, payable 
in 16 equal quarterly installments 
ending March 1, 1984. The pro¬ 
ceeds of such term loans will be 
simultaneously applied, to the 
extent required, to the repayment 
of the then outstanding revolving 
credit loans. As of December 31, 
1977, the total amount borrowed 
under the agreement was $150 
million. 


Sled 

Operations 


During the year we announced 
the closing or curtailment of a 
number of operations and the 
attendant work force reductions. 
The biggest cutbacks began in 
August, at which time we an¬ 
nounced that the annual steel¬ 
making capacity of the Lacka¬ 
wanna plant would be perma¬ 
nently reduced from 4.8 to 2.8 
million tons and that the Johns¬ 
town plant annual steelmaking 
capacity would be permanently 
reduced by 0.6 million tons to 1.2 
million tons. We also announced 
during the year the closing of 
other facilities which were either 
of marginal profitability or were 
no longer required to support 


Bethlehem’s overall operations. 
After taking into account the cut¬ 
backs announced in 1977 and the 
addition of a third basic oxygen 
furnace at our Burns Harbor 
plant, which is scheduled to come 
on stream by the end of the first 
quarter of 1978, our estimated 
annual raw steel capacity is 22.2 
million tons. 

Bethlehem’s raw steel produc¬ 
tion capability, which should be 
distinguished from capacity, was 
down 6% in 1977 as compared to 
1976. Capacity is a long-term 
measurement of the ability to 
produce raw steel based on fa¬ 
cilities which will be operational 
during the measurement period. 
Capability is a shorter-term 
measurement of the tonnage of 
raw steel that can be produced 
assuming a full order book and 
taking into account, at the time 
capability is determined, the 
availability of raw materials, fuels 
and supplies, facilities for pro¬ 
duction of coke and iron and steel¬ 
making, rolling and finishing fa¬ 
cilities, and recognizing any limi¬ 
tations on production because of 
current environmental and safety 
requirements. The steel in¬ 
dustry’s raw steel production ca¬ 
pability for 1977 was 160 million 
tons, and the average rate of in¬ 
dustry utilization of that capa¬ 
bility was 78%. Bethlehem’s 
raw steel production capability 
for 1977 was 22.2 million tons, 
and its average rate of utilization 
of that capability was 74.8%. 

In January and February, seri¬ 
ous winter weather conditions 
disrupted operations, particularly 
at the Lackawanna plant. With¬ 
out taking into account the loss 
of operating profits, the cost to 
Bethlehem of these disruptions 
was approximately $15 million. 

The flood in the Johnstown, 
Pennsylvania, area on July 20 
severely affected Bethlehem’s op¬ 
erations at the Johnstown plant. 
By the end of September, steel¬ 
making operations had been re¬ 
stored to the reduced operating 
level established for the plant. 
In addition to substantial prop¬ 
erty losses and loss of expected 
operating profits, the estimated 


clean-up and restoration cost for 
the plant associated with the flood 
was approximately $39 million. 


New Facilities 

Despite Bethlehem’s difficulties 
during 1977, we have continued 
a program of modernizing facilities 
with strong profit potential, con¬ 
structing additional facilities at 
the Burns Harbor plant and else¬ 
where and installing pollution 
control facilities at many loca¬ 
tions. Several of these facilities 
had their start-up during 1977. 

A scrap melter began operation 
during the third quarter of 1977 
at the Lackawanna plant. This 
unit provides molten metal to 
supplement the hot metal charge 
for steelmaking in the basic 
oxygen furnaces, providing greater 
flexibility with respect to raw ma¬ 
terial usage at Lackawanna. 

The Bethlehem plant began test 
operations of a one-spot coke 
quench car in the fourth quarter. 
This unit is designed to signifi¬ 
cantly reduce coke pushing pol¬ 
lutants at the coke ovens, and it 
is the first in a series of units which 
are being installed at Bethlehem’s 
other coke facilities. 

A substantial water treatment 
system for the Johnstown plant 
was completed during 1977 at a 
cost of approximately $35 million, 
and a water treatment system for 
the Lebanon plant was completed 
at a cost of approximately $10 
million. These are significant 
additions to our pollution con¬ 
trol program. 

Work continued through the 
year aimed at completion of the 
13" bar mill at the Lackawanna 
plant. This highly sophisticated 
installation began its initial rolling 
of steel early in 1976. Construc¬ 
tion and installation of support 
equipment, including computer 
systems and finishing facilities, 
continued through 1977 with com¬ 
pletion scheduled in 1978. 

Initial production at the new 
110" plate mill at the Bums Har- 














bor plant recently commenced. 
This new plate mill, combined 
with the existing 160" mill, will 
provide Bums Harbor with the 
largest plate capacity of any 
plant in the country. 

Bethlehem’s product mix has 
been, and continues to be, heavily 
oriented towards the capital goods 
and construction markets. We 
expect to see a return of healthy 
demand from these sectors of the 
economy. We also hope that the 
strength in the automotive and 
consumer durable markets that 
we have seen in the recent past 
will continue in 1978, and that 
other sectors, such as the ma¬ 
chinery and energy-related mar¬ 
kets, will continue to improve. We 
believe that Bethlehem’s produc¬ 
tion facilities are appropriate to 
meet the future demands of our 
customers. 


Other 

Operations 


Raw Materials 

Coal mine production was down 
26% in 1977 to 11.4 million tons. 
We produced approximately 8.8 
million tons of metallurgical coal, 
a reduction of about 26% from 
1976. Bethlehem is currently 
taking steps to exploit its coal 
reserves and production capacity 
by expanding sales of coal to 
third parties. 

Unauthorized work stoppages 
in July and August, a contract 
termination strike in December, 
and lower corporate requirements 
substantially reduced Bethlehem’s 
production of metallurgical coal. 
Severe winter weather in January, 
a fire at one mine in February, and 
flash flooding of another in July, 
also adversely affected coal pro¬ 
duction in 1977. Our estimated 
costs resulting from the fire and 
the flood were $15 million and 
$2 million, respectively. These 


amounts do not take into account 
property losses and the loss of 
operating profits. 

As part of the overall plan to 
close down certain steelmaking 
and related facilities, we are per¬ 
manently closing some of our 
marginal raw materials facilities. 
Meramec Mining Company, an 
iron ore mining and pelletizing 
venture in which Bethlehem had a 
50% interest, terminated opera¬ 
tions on December 23. The facility 
employed approximately 1,000 
people and had a capacity of about 
1.8 million tons of iron ore pellets 
per year. Our Grace Mine at Mor¬ 
gantown, Pennsylvania, with an 
annual capacity of 1.9 million 
tons of pellets and the Cornwall, 
Pennsylvania, pelletizing plant 
with an annual capacity of 500,000 
tons were both permanently shut 
down after mid-year. These two 
facilities employed around 950 
people. In addition, in March, 
1978, our Marmora Mine in Can¬ 
ada, which has about a two year 
remaining life, will be perma¬ 
nently closed. This mine has an 
annual capacity of 500,000 tons 
of iron ore and employs about 
275 people. 

Looking to the future, we con¬ 
tinued with construction of the 
new taconite mine and pellet 
plant at Hibbing, Minnesota. The 
first phase, in which Bethlehem 
has a 75% interest, was oper¬ 
ating at full capacity by mid- 
1977, and had 938 employees. 
It was shut down on August 1 
when members of the United 
Steelworkers of America went on 
strike. The strike was settled in 
November, but, of course, winter 
weather has curtailed production 
and shipments. The first phase 
of the Hibbing project has an 
annual capacity of 6 million net 
tons, and a second phase, now 
under construction and scheduled 
for completion in 1979, will in¬ 
crease the capacity to 9 million 
net tons. Bethlehem recently 
reached an agreement in principle 
with Republic Steel Corporation 
which, if consummated, will re¬ 
duce Bethlehem’s interest in the 
second phase from 85% to 36.9%. 
Bethlehem’s combined interest in 
the Hibbing project will then be 
approximately 62.2%. 


Marine Construction, 
Transportation and Plastics 

The last two of five 265,000 
deadweight ton tankers built at 
the Sparrows Point shipyard, the 
largest ships ever built in the 
United States, were delivered dur¬ 
ing 1977. In September and No¬ 
vember, Sparrows Point yard also 
laid the keels for two 27,340 dead¬ 
weight ton container ships, which 
will be the largest container ships 
ever built in the United States. 

Our Beaumont shipyard de¬ 
livered five self-setting telemetry 
towers in 1977 to be used by the 
United States Air Force in the 
Gulf of Mexico. This represented 
a new use for a modification of 
mobile drilling platforms pio¬ 
neered by this shipyard over the 
past 20 years. 

During 1977 our six ship repair 
yards completed major overhaul 
jobs on five Navy vessels and re¬ 
paired over 400 other ships. Our 
San Francisco yard completed the 
first of four major jobs involving 
the conversion of four barge¬ 
carrying cargo ships into con¬ 
tainer ships. During December, 
our Hoboken shipyard completed 
major stateroom additions and 
annual overhaul and drydocking 
of the Queen Elizabeth 2, the 
largest passenger ship still in 
service. This marks the first 
time this British ship has had its 
annual overhaul and drydocking 
service performed in the United 
States. 

In December, the Venoil and 
the Venpel, two 326,000 ton 
supertankers owned by Bethle¬ 
hem subsidiaries, collided off the 
coast of South Africa, resulting 
in the loss of two lives. The 
ships were on charter to Gulf Oil 
Corporation. Although damage 
to the vessels was extensive, they 
are expected to be back in service 
later in 1978. The vessels were 
covered by insurance, and we do 
not expect any significant finan¬ 
cial impact as a result of the 
collision. 

Kusan, Inc.’s sales and earnings 
continue to grow. Kusan has 11 
plastics fabrication plants in eight 
states and produces a wide range 
of custom molded and proprietary 
products. 














General 


Changes in Directors 

During 1977 a number of 
changes were made in the mem¬ 
bership of the Board of Directors 
and in senior management. 
William W. Scranton, former 
United States Ambassador to the 
United Nations and former gov¬ 
ernor of Pennsylvania, was elected 
a director of Bethlehem on June 2. 
Stewart S. Cort, former Chairman 
of Bethlehem, and Bernard D. 
Broeker, a former Executive Vice 
President, resigned as members 
of the Board of Directors effective 
December 14, 1977, after having 
served for more than three years 
as directors following their retire¬ 
ment as officers. 

Albert M. Reed, Senior Vice 
President, Accounting, and a di¬ 
rector, retired effective October 
31, 1977. Donald H. Trautlein, 
who joined Bethlehem as Comp¬ 
troller in January, 1977, became 
Senior Vice President, Accounting 
and a director effective Novem¬ 
ber 1, 1977. Mr. Trautlein re¬ 
tains the title of Comptroller. 

On December 31, 1977, C. 
Thompson Stott retired as Senior 
Vice President, Steel Operations, 
and a director. Walter F. 
Williams, formerly a Vice Presi¬ 
dent of Steel Operations, assumed 
Mr. Stott’s position and became 
a director. 

Pacific Coast Division 

Early in June, a Pacific Coast 
Division was formed to direct 
steel operations and marketing 
activities in the western part of 
the United States. The estab¬ 
lishment of this new division 
should place Bethlehem in a 
better position to meet the chal¬ 
lenges and opportunities offered 
by the western steel market. 

Labor Relations 

On April 9, 1977, Bethlehem, 
as one of a group of 10 steel 
companies, entered into a new 
collective bargaining agreement 
with the United Steelworkers of 


America to replace the agree¬ 
ment that expired on July 31, 

1977. The new agreement ex¬ 
tended the industry-wide no¬ 
strike provision of the old agree¬ 
ment to August 1, 1983. Prior 
to the July 31, 1980, termination 
date of the new agreement, vol¬ 
untary arbitration will again be 
substituted for the threat of a 
strike in the event that all issues 
have not been resolved by negotia¬ 
tion. 

The new agreement included 
minimum hourly wage increases 
of 20 on May 1 and August 1, 

1977, and lOff on February 1, 

1978, August 1, 1978, February 1, 

1979, and August 1, 1979, a con¬ 
tinuation of the cost of living 
clause providing for additional 
payments based on increases in 
the Consumer Price Index, and 
various fringe benefits. Because 
of the potential effect of the cost 
of living provision on wages, it 
is not possible to estimate the 
total cost of the new agreement 
precisely. However, we estimate 
that it will result in about a 30% 
increase in hourly employment 
costs over the life of the contract. 

Several issues concerning em¬ 
ployee benefits which arose during 
the negotiation of the new labor 
agreement with the Steelworkers 
remain to be resolved. Some or 
all of the issues will be submitted 
to binding arbitration. The res¬ 
olution of these issues will deter¬ 
mine the ultimate costs attrib¬ 
utable to employees terminated 
or laid off as a result of facility 
closings during 1977 and the cost 
of any future employee termina¬ 
tions. 

Continuing unauthorized work 
interruptions by members of the 
United Mine Workers of America 
at coal mines in Kentucky and 
West Virginia seriously hampered 
Bethlehem’s mining operations 
during 1977 and had a major 
impact on coal production and 
operating costs. In addition, the 
labor agreement between the Bi¬ 
tuminous Coal Operators Asso¬ 
ciation and the United Mine 
Workers of America, which covers 
a large percentage of Bethlehem’s 
coal miners, expired on Decem¬ 
ber 6, 1977. A strike occurred 


and is continuing, and coal pro¬ 
duction from Bethlehem’s mines 
has been interrupted. Active con¬ 
tract negotiations are under way. 
We believe current coal supplies 
will enable us to continue steel 
operations for a reasonable period 
of time. 

Agreements covering Bethle¬ 
hem’s employees represented by 
the Industrial Union of Marine 
and Shipbuilding Workers of 
America at its four east coast 
shipyards terminate on August 
14, 1978. Negotiations with this 
union will commence in early 
summer of 1978. 


Research and Development 

To improve our competitive 
position we are continuing to in¬ 
novate and apply new tools and 
methods to improve the efficiency 
of our operations and the quality 
of our products and to develop 
new products. 

For example, Bethlehem has 
developed the isotope plate mill 
gage and an absolute automatic 
gage control system that are in¬ 
stalled on both our 110" and 
160" plate mills at the Bums Har¬ 
bor plant. These developments 
provide those mills with a unique 
capability to produce plates of 
more uniform thickness and reduce 
costly yield losses. 

We have recently developed a 
system to continuously measure 
and control the cross sectional 
dimensions of round bars on our 
new Lackawanna 13" bar mill. 
The gaging and control system 
will enable Bethlehem to produce 
a superior and more consistent 
product from the bar mill. 

Galvalume sheet, an aluminum- 
zinc alloy coated steel product 
developed by Bethlehem, has 
superior corrosion-resistance prop¬ 
erties. First introduced in 1975, 
primary use of Galvalume sheets 
to date has been in the pre¬ 
engineered metal building roofing 
market. Bethlehem has recently 
launched major marketing efforts 
directed at expanding the use of 
Galvalume sheets by the appliance 
and automotive industries. In 
response to increasing customer 













requirements, Bethlehem has ini¬ 
tiated both immediate and long¬ 
term programs to expand our 
capacity for Galvalume sheet pro¬ 
duction. As a first step, the 
existing Galvalume sheet line at 
the Sparrows Point plant will be 
expanded during 1978. We are 
also working on expanded 
licensing of our Galvalume pro¬ 
cess both here and abroad. All 
of these steps are promising for 
the future of this product. 


Issues of 
Concern 


Bethlehem has been saying re¬ 
peatedly, and with renewed em¬ 
phasis in 1977, that there are a 
number of adverse factors affect¬ 
ing the domestic steel industry’s 
and Bethlehem’s efforts to achieve 
adequate profitability and reason¬ 
able growth. As costs have con¬ 
tinued to rise without adequate 
offsetting price increases, profit 
margins have suffered. We are 
making every effort to control 
our costs, but inflation, labor 
union demands and the general 
increases in prices of our suppliers, 
particularly for energy, have been 
forcing them upward. Imports, 
environmental control require¬ 
ments and governmental fiscal 
policies also remain question 
marks for us. The following sec¬ 
tions describe some of the problem 


areas in more detail and what 
Bethlehem is doing to strengthen 
its position with respect to them. 


Imports 

Competition within the domes¬ 
tic steel industry is intense, but 
foreign steel imports provide a 
very serious threat for us. The 
weak worldwide demand for steel 
and excess capacity has put pres¬ 
sure on other nations to export 
their steel products or reduce 
employment. Many countries 
have chosen to maintain their 
domestic employment and to sell 
steel in the United States below 
their production costs. The table 
below, which is based on data re¬ 
ported by the American Iron and 
Steel Institute, gives a general 
idea of what has happened on the 
import scene over the past few 
years. The figures in the table 
exclude steel imported in the 
form of finished goods, such as 
automobiles. In addition, the 
table does not show the fact that 
total imports reached a high of 
23.3% of apparent domestic 
supply in December of 1977. 

The overall impact of imports 
on the American steel industry 
has been severe. A number of 
steel companies were forced dur¬ 
ing 1977 to make permanent cut¬ 
backs in raw steelmaking capacity 
and in work force levels. While 
not the sole reason, steel imports 
were certainly a factor in the 
formulation of Bethlehem’s plan 
to permanently reduce capacity. 

The steps taken in 1977 by 
Bethlehem and other companies 
in the American steel industry 


brought into focus the need for 
government action to prevent a 
continued deterioration of indi¬ 
vidual companies, jobs of their 
employees, and the well-being of 
employees’ families and steelmak¬ 
ing communities. In December, 
President Carter announced a 
program to deal with some of 
the problems facing the domestic 
steel industry. The key to the Ad¬ 
ministration’s program is the trig¬ 
ger price concept. If the trigger 
price system does not provide 
timely relief from the problem of 
unfair foreign steel imports, we 
will pursue all appropriate reme¬ 
dies available to us under the trade 
laws. Unfairly priced imports 
can no longer be allowed to cap¬ 
ture major portions of the do¬ 
mestic market. 

Federal Tax Policy 

Appropriate governmental fis¬ 
cal policies, including taxation, 
are an absolute necessity to the 
generation of funds for capital 
investment. Bethlehem endorses 
the following Federal tax meas¬ 
ures: (1) the current 10 percent 
investment tax credit should be 
made permanent and applicable 
to industrial buildings and to all 
expenditures as incurred; further¬ 
more, it should be fully creditable 
against income taxes and the rate 
of the credit should be increased 
as needed to foster capital forma¬ 
tion ; (2) expenditures for pollution 
control facilities, including build¬ 
ings, should be amortized over any 
period selected by the taxpayer, 
including immediate write-off in 
the year the funds are expended; 
(3) the present depreciation sys¬ 
tem should be replaced with a cap¬ 
ital recovery system under which 
investments in machinery, equip¬ 
ment and industrial buildings 
would be recovered in five years, 
with deductions beginning as the 
funds are expended; (4) percent¬ 
age depletion provisions of present 
law should be retained as a time- 
tested incentive to the discovery 
and development of mineral re¬ 
sources; (5) double taxation of 
corporate income paid out as 
dividends should be eliminated 
by granting a deduction to the 
corporation for dividends paid, 
provided that is done without 


Imports 


Percentage of Apparent Domestic 

Steel Supply 



1977* 

1976 

1975 

1974 

Wire Rods, Wire and Wire Products 

36% 

32% 

34% 

38% 

Structural Steel and Piling 

30 

24 

16 

18 

Pipe 

26 

26 

19 

17 

Plates 

22 

18 

14 

13 

Sheets and Strip 

16 

12 

13 

12 

Tin Mill Products 

9 

6 

8 

5 

All Other 

9 

6 

7 

7 

Total—All Products 

18 

14 

14 

13 


“Preliminary. 
























impairment of existing tax in¬ 
centives for capital formation. 

Implementation of these vari¬ 
ous tax proposals would not only 
stimulate demand for steel from 
the construction and capital goods 
markets but also assist Bethlehem 
in its program to modernize exist¬ 
ing facilities, construct new, more 
efficient mills and install appro¬ 
priate pollution control equip¬ 
ment. We intend to continue to 
work hard for legislative action 
in these areas. 


Environmental Control 

Since the early 1950’s, Bethle¬ 
hem has invested approximately 
$550 million in environmental pro¬ 
tection facilities. In 1977 we 
spent about $127 million on such 
facilities. We expect to spend 
about $85 million on them in 
1978 and a total of about $550 
million on environmental protec¬ 
tion facilities in the next five 
years. In addition to these cap¬ 
ital investments for essentially 
non-productive facilities, it cur¬ 
rently costs us about $75 million 
per year to operate and maintain 
these facilities, including the cost 
of valuable energy. The cost of 
operating these facilities will in¬ 
crease as we add more and more 
control devices. 

Investments and costs of this 
size cut drastically into funds 
needed to improve production fa¬ 
cilities and provide job oppw- 
tunities. We support the main¬ 
tenance of a healthy environment 
in which to live. We believe, 
however, as do many other in¬ 
dustries, that some pollution con¬ 
trol laws are unrealistic in the 
standards they mandate for air 
and water quality and in the 
timetables established by them. 

One of the principal concerns in 
formulating our 1977 profitability 
plan was capital spending, espe¬ 
cially for environmental control 
equipment. As part of the plan, 
Bethlehem decided to suspend 
substantially all non-environmen- 
tal capital spending at our Johns¬ 
town plant. In addition, follow¬ 
ing the flood, an understanding 
was reached on August 5, 1977, 


with the United States Environ¬ 
mental Protection Agency and the 
Pennsylvania Department of En¬ 
vironmental Resources concerning 
compliance with environmental 
quality control requirements dur¬ 
ing the next two years. This 
understanding will substantially 
limit Bethlehem’s spending prior 
to September, 1979, for air and 
water pollution control at the 
Johnstown plant. After 1979, we 
will be required to meet such 
environmental quality control re¬ 
quirements as may be appropriate 
based on the then anticipated 
level of operations. Without such 
an understanding, we could not 
have restored operations at Johns¬ 
town to the level of 1.2 million 
tons. As it is, between now and 
the end of 1979, Bethlehem will 
have to take a very careful look 
at the future level of steelmaking 
operations at Johnstown. 

Similar considerations affected 
our decisions with respect to 
the Lackawanna plant. Environ¬ 
mental capital expenditures 
through 1977 at the Lackawanna 
plant totaled $89 million. By 
eliminating certain coke ovens and 
blast furnaces and related pollu¬ 
tion abatement equipment re¬ 
quired by government regulatory 
agencies, Bethlehem has reduced 
its projected capital spending for 
environmental controls at Lacka¬ 
wanna by about $57 million over 
the next five years. 

Continuing efforts to restore 
the profitability of these marginal 
facilities could no longer be justi¬ 
fied in the face of these required 
environmental expenditures. 

As for the future, Bethlehem 
urges more judicious enforcement 
of laws and regulations, coupled 
with an effort to identify the most 
significant sources and the most 
cost-effective control techniques 
for both air and water pollution. 
Greater consideration must be 
given to the practical implications 
of all pollution control laws and 
regulations and to an evaluation 
of the success of existing equip¬ 
ment and technology in achieving 
desired results. This will help 
conserve capital for other more 
productive uses and still achieve 
reasonable pollution control. 


Profit Margins 

Except for 1974, when opera¬ 
tions were at full capacity and 
Federal price controls were re¬ 
moved, the steel industry’s re¬ 
turn on stockholders’ equity has 
been among the lowest of all 
manufacturing industries in each 
of the past 20 years. Bethlehem’s 
experience over this span of years 
has paralleled that of the rest of 
the industry. 

The basic problem has been 
increases in production costs with¬ 
out sufficient offsetting price in¬ 
creases. Since the satisfactory 
performance of 1974, Bethlehem’s 
steelmaking costs have increased 
about 50% more than selling 
values. Although the 24% de¬ 
cline in shipments was a major 
contributing factor, costs rose 
faster than prices even on a con¬ 
stant volume basis. As a result, 
there has been a significant de¬ 
terioration in profit margins since 
1974. 

Bethlehem’s experience is not 
unique. According to the Council 
on Wage and Price Stability Re¬ 
port to the President on Prices 
and Costs in the United States 
Steel Industry, the entire in¬ 
dustry has been faced with the 
same problem: “Profit margins 
were only 3.6 percent of sales in 
1976, compared to 6.4 percent in 
1974. And they are substantially 
below the average of all manu¬ 
facturing .... it is evident that 
depressed markets and import 
competition have prevented the 
full pass-through of accumulated 
cost increases into higher prices.” 

For the steel industry, costs 
have risen faster than the average 
rate of inflation and require off¬ 
setting price increases on a regu¬ 
lar basis to avoid opening a criti¬ 
cal cost-price gap. Unfortunately, 
Bethlehem and the steel industry 
have generally been under pricing 
constraints for most of the past 
15 years. 

We strongly urge that the 
marketplace, and not the govern¬ 
ment, determine whether price 
increases will be supported what¬ 
ever the product or service. 









BETHLEHEM'S PRINCIPAL ACTIVITIES 


Bethlehem is an integrated steel 
producer engaged primarily in the 
manufacture and sale of steel and 
steel products. It is the second 
largest steel producer in the 
United States. It is also engaged 
in marine construction, including 
the building and repairing of 
ships and the building of mobile 
offshore oil drilling platforms, and 
in the manufacture of plastic 
products. 

Incidental to its steel business, 
Bethlehem is engaged in the 
mining of ore and coal and the 
quarrying of limestone, chiefly 
for its own use; the transporta¬ 
tion of ore, coal and limestone on 
the Great Lakes and bulk com¬ 
modities between foreign ports 
and to and from the United 
States; and the operation of short 
line railroads in the vicinities of 
certain of its plants. 

Bethlehem has eight steel pro¬ 
ducing plants, 18 other plants 
for the manufacture of miscel¬ 
laneous steel products and 20 
reinforcing bar fabricating shops. 
Bethlehem also has one plant 
which produces wire rope and re¬ 
lated products and another plant 
that produces industrial fasteners. 
Bethlehem uses basic oxygen, open 
hearth and electric furnaces in the 
production of its steel. Of Beth¬ 
lehem’s 1977 raw steel production, 
approximately 72% was produced 
by basic oxygen furnace facilities, 
16% by open hearth facilities and 
12% by electric furnace facilities. 
The percentage of Bethlehem’s 
income (loss), before taxes on in¬ 
come, attributable to the manu¬ 
facture and sale of steel and steel 
products and its activities related 
to steel operations (exclusive of 
marine construction) for the fol¬ 
lowing years is as follows: 1977, 
100.9%; 1976, 79.4%; 1975, 

89.6%; 1974, 97.6%; and 1973, 
111.7%. 

Steel products are distributed 
by Bethlehem principally through 
its own sales organization, which 
has sales offices, mill depots or 
supply stores at 81 locations in 
the United States. Bethlehem 
sells significant amounts of steel 
products to jobbers, dealers and 
steel service centers. Export 
sales, which are less than 2% of 


total sales, are made by its own 
sales organization and through 
foreign sales offices. 

Bethlehem’s marine construc¬ 
tion facilities consist of a major 
ship construction yard, three 
yards for ship repair and the 
construction of marine equipment 
including offshore mobile oil drill¬ 
ing platforms, three additional 
ship repair yards and one 70% 
owned yard for building offshore 
mobile oil drilling platforms. 

Bethlehem owns interests in 
various operating raw material 
properties which (excluding ton¬ 
nages applicable to interests not 
owned by it) it estimates con¬ 
tained at December 31, 1977, at 
least (a) 83 million tons of direct 
shipping iron ore and iron ore for 
beneficiation, (b) taconite and 
other low grade iron ore sufficient 
to produce 797 million tons of 
concentrates and concentrated 
iron ore pellets, (c) 5 million 
tons of manganese ore, (d) 462 
million tons of coal, of which 
approximately 92% is metal¬ 
lurgical coal, 6% steam coal 
and 2% anthracite coal, (e) 662 
million tons of limestone, (f) 9 
million tons of bentonite, and (g) 
0.3 million tons of fluorspar ore. 

In addition to the above esti¬ 
mated reserves at operating prop¬ 
erties, Bethlehem owns interests 
in undeveloped or non-operating 
raw material properties which 
(excluding tonnages applicable to 
interests not owned by it) it 
estimates contained, at December 
31, 1977, (a) recoverable coal 
reserves of at least 553 million 
tons, of which 98% is metal¬ 


lurgical coal, (b) recoverable re¬ 
serves of direct shipping ore and 
iron ore for beneficiation of ap¬ 
proximately 53 million tons, and 
(c) recoverable reserves of taconite 
and other low grade iron ore 
sufficient to produce at least 292 
million tons of concentrates and 
concentrated iron ore pellets. 


The following tables show, for 
1977 and the preceding four years, 
Bethlehem’s raw steel production 
in relation to the domestic in¬ 
dustry, the principal market dis¬ 
tribution of our products, the 
contribution to Bethlehem’s net 
sales of various classes of prod¬ 
ucts and the production of raw 
materials. Several points should 
be noted in the tables. First, the 
percentage of Bethlehem’s steel 
production in relation to the do¬ 
mestic steel industry has de¬ 
clined during the past five years, 
in part in 1977 as a result of 
planned inventory reductions. 
Second, the percentage of total 
net tons of steel mill products 
shipped to the construction mar¬ 
ket has been off rather sharply 
in the last two years. Third, the 
percentage of net sales of such 
products as structural shapes and 
piling as well as manufactured 
and fabricated products also de¬ 
clined in 1976 and 1977. These 
observations emphasize the fact 
that there has been relatively 
poor demand from the construc¬ 
tion and capital goods sectors of 
the economy. This lack of de¬ 
mand has had an exceptionally 
negative effect on Bethlehem’s 
business and its financial results, 
particularly in 1976 and 1977. 


RAW STEEL PRODUCTION 


Domestic 

Bethlehem as a 

Steel 

% of Domestic 

Bethlehem Industry* 

Steel Industry 

(millions of net tons) 


1977. 

16.6 

124.7** 

13.3** 

1976. 

18.9 

128.0 

14.7 

1975. 

17.5 

116.6 

15.0 

1974. 

22.3 

145.7 

15.3 

1973. 

23.7 

150.8 

15.7 


*The figures are as reported by the American Iron and Steel 
Institute. 

**Preliminary. 





















PERCENTAGE OF BETHLEHEM’S STEEL MILL 
PRODUCT SHIPMENTS BY PRINCIPAL MARKET 


_ Principal Market _ 1977 

Construction. 22.9% 

Transportation (including Automo¬ 
tive, Rail Transportation and 
Shipbuilding and Marine Equip¬ 
ment) . 30.8 

Service Centers and Processors. 17.9 

Machinery.. 11.0 

Other. 17.4 


100 % 


1976 1975 1974 1973 


22.0% 

27.9% 

27.0% 

25.5% 

29.5 

25.7 

22.6 

24.1 

20.0 

18.6 

20.8 

22.8 

10.2 

10.1 

8.9 

8.7 

18.3 

17.7 

20.7 

18.9 

100 % 

100 % 

100 % 

100 % 


PERCENTAGE OF BETHLEHEM’S NET SALES BY CLASS OF PRODUCTS 


Class of Products 

1977 

1976 

1975 

1974 

1973 

Steel Mill Products 

Sheets, strip and tin mill prod¬ 
ucts. 

34.0% 

33.0% 

24.1% 

31.8% 

33.0% 

Structural shapes and piling. 

8.3 

8.1 

10.5 

10.4 

11.0 

Plates. 

10.1 

9.4 

10.4 

8.5 

9.2 

Other. 

19.8 

20.1 

19.2 

19.9 

18.7 


72.2 

70.6 

64.2 

70.6 

71.9 

Manufactured and Fabricated Prod¬ 
ucts. 

14.3 

14.9 

20.4 

16.7 

16.5 

Other Products and Activities Re¬ 
lated to Steel Operations (includ¬ 
ing Raw Materials). 

5.2 

5.6 

6.4 

4.9 

4.1 

Total Steel and Steel Products (ex¬ 
clusive of marine construction) 
and activities related thereto. 

91.7 

91.1 

91.0 

92.2 

92.5 

All Other Products and Services 
(including plastics and marine 
construction). 

8.3 

8.9 

9.0 

7.8 

7.5 


100 % 

100 % 

100 % 

100 % 

100 % 


BETHLEHEM’S RAW MATERIALS PRODUCTION 


Production (Millions of Net Tons)* % of Bethlehem's Requirements Produced 



Iron Ore 

Coal 

Limestone 

Manganese Ore 

Iron Ore 

Coal 

Limestone 

Manganese Ore 

1977... 

.. 13.5 

11.4 

8.7 

0.4 

73 

80 

98 

55 

1976... 

17.3 

15.0 

9.9 

0.5 

74 

77 

88 

55 

1975... 

17.4 

14.2 

8.9 

0.6 

69 

83 

92 

50 

1974... 

. . 21.4 

13.8 

10.7 

0.5 

78 

75 

90 

55 

1973.. 

. . 20.0 

14.8 

10.2 

0.5 

83 

79 

87 

67 


* Includes amounts sold to third parties, primarily coal. 































































































CONSOLIDATED STATEMENTS OF INCOME 
AND INCOME INVESTED IN THE BUSINESS 


Year Ended December 31, 

1977 I 1976 


Revenues: 

Net sales. 

Interest, dividends and other income. 

$5,370.0 

40.2 

$5,248.0 

56.7 


$5,410.2 

$5,304.7 

Costs and Expenses: 

Cost of sales (Note C). 

Depreciation. 

Selling, administrative and general expense. 

Interest and other debt charges. 

$4,863.2 

300.1 

284.6 

82.5 

$4,485.9* 

275.6 

271.5* 

77.7 


$5,530.4 

$5,110.7 

Income (Loss) before Non-recurring Items and Provision ( Credit) 
for Taxes on Income . 

$ (120.2) 

$ 194.0 

Non-recurring Items: 

Estimated costs of closedown of certain steelmaking and 

related facilities (Note B). 

Flood expense. 

$ 750.0 

41.0 

— 


$ 791.0 

— 

Income (Loss) before Provision (Credit) for Taxes on Income.... 

$ (911.2) 

$ 194.0 

Provision (Credit) for Taxes on Income (Note L) . 

$ (463.0) 

$ 26.0 

Net Income (Loss) $(10.27) and $3.85 per share. 

$ (448.2) 

$ 168.0 

Income Invested in the Business, January 1 . 

2,185.9 

2,105.3 


$1,737.7 

$2,273.3 

Deduct: Dividends ($1.50 and $2.00 per share). 

65.5 

87.4 

Income Invested in the Business , December 31 . 

$1,672.2 

$2,185.9 
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* Restated for purposes of comparison. 
















































CONSOLIDATED BALANCE SHEETS 


Assets 

Current Assets: 

Cash. 

Marketable securities, at cost (approximating market) — 
Receivables, less allowances of $6,300,000 and 

$6,100,000. 

• Refund of income taxes paid in prior year (Note L). 

Inventories (Note C). 

Total Current Assets 

Investments in Associated Companies Accounted for by Equity 

Method (Note E) . 

Investments in Other Associated Enterprises . 

Long-term Receivables . 

Property, Plant and Equipment, Less Accumulated Depreciation 

(Note D) . 

tDeferred Income Taxes (Note L) . 

*Miscellaneous Assets (Note F) . 

Total 


Liabilities and Stockholders’ Equity 

Current Liabilities: 

Accounts payable. 

Accrued employment costs. 

Accrued taxes. 

Debt due within one year. 

J Current portion of estimated future liability for costs 
attributable to the closedown of certain steelmaking 
and related facilities (Note B). 

Other current liabilities. 

Total Current Liabilities 


Liabilities Payable after One Year . 

Deferred Income Taxes (Note L) . 

* Estimated Future Liability For Costs Attributable to the Closedown 

of Certain Sleelmaking and Related Facilities (Note B) . 

Long-term Debt (Note G) . 


Total Liabilities 


Commitments (Note H) 

Stockholders' Equity (Note I) 

Common stock—$8 par value— 
Authorized 80,000,000; issued and 
outstanding 45,987,118 shares.. 
Income invested in the business. 


Less: 2,322,031 and 2,321,540 shares of Common Stock 
held in treasury, at cost. 

Total Stockholders' Equity 
Total 


December 31 

1977 I 1976 

(dollars in millions) 


$ 55.4 

183.4 

496.7 

134.0 

626.2 

$1,495.7 

125.0 

96.7 
36.1 

2,988.3 

80.4 

76.7 
$4,898.9 


$ 313.9 
286.6 
129.5 
3.3 

115.1 

130.1 
$ 978.5 

150.8 


435.9 

1,154.8 

$2,720.0 


$ 576.0 
1,672.2 
$2,248.2 

69.3 

$2,178.9 

$4,898.9 


$ 45.6 

355.6 

421.5 

38.4* 

834.1 

$1,695.2 

116.9 

97.4 

24.8 

2,963.4 

79.8* 

$4,977.5 


$ 274.8 
241.5 
165.9* 
12.9 


127.3 
$ 822.4 

140.8 

298.6 


1,023.1 

$2,284.9 


$ 576.0 
2,185.9 
$2,761.9 

69.3 

$2,692.6 

$4,977.5 


* Restated for purposes of comparison. 




























































CONSOLIDATED STATEMENTS OF 
CHANGES IN FINANCIAL POSITION 



1977 

1976 


(dollars in millions) 

Financial Resources Were Provided By :— 



Net income (loss). 

$(448.2) 

$ 168.0 

Add (deduct) charges (credits) not affecting working capi¬ 
tal in the period— 



Deferred income taxes. 

(379.0) 

35.0 

Depreciation.. 

300.1 

275.6 

Non-recurring item— 

Non-current portion of estimated costs of closedown 



of certain steelmaking and related facilities. 

601.4 

— 

Working capital provided from operations. 

$ 74.3 

$ 478.6 

Decrease in investments in associated enterprises. 

11.7 

4.5 

Pollution abatement facility funds held in trust. 

15.2 

26.3 

Sale of property. 

39.7 

22.4 

Increase in long-term debt. 

150.0 

200.0 

Total 

$ 290.9 

$ 731.8 

Financial Resources Were Used For :— 

Capital expenditures: 



Property, plant and equipment. 

$ 532.1 

$ 3%. 2 

Investment in associated enterprises. 

19.8 

10.4 

Decrease in long-term debt. 

18.3 

33.8 

Payment of dividends. 

65.5 

87.4 

Other. 

10.8 

.4 

Total 

$ 646.5 

$528.2 

Net Increase ( Decrease) in Working Capital . 

$(355.6) 

$ 203.6 

Analysis of Changes in Working Capital :— 

Increase (decrease) in current assets: 



Cash. 

$ 9.8 

$(14.1) 

Marketable securities. 

(172.2) 

48.7 

Receivables. 

75.2 

19.8 

Refund of income taxes paid in prior year. 

95.6 

38.4* 

Inventories. 

(207.9) 

214.2 

(Increase) decrease in current liabilities: 

$(199.5) 

$ 307.0 



Accounts payable. 

$ (39.1) 

$ (35.1) 

Accrued employment costs. 

(45.1) 

(6.9) 

Accrued taxes. 

36.4 

(71.2)* 

Debt due within one year. 

9.6 

11.3 

Current portion of estimated future liability for costs 
attributable to the closedown of certain steelmaking 



and related facilities. 

(115.1) 

— 

Other current liabilities. 

(2.8) 

(1.5) 

Increase ( Decrease ) in Working Capital . 

$(156.1) 

$(355.6) 

$(103.4) 

$ 203.6 
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* Restated for purposes of comparison. 



































































NOTES TO 

CONSOLIDATED FINANCIAL STOEMEN1S 


A. Accounting Policies 

Principles of Consolidation —The consolidated fi¬ 
nancial statements include the accounts of Beth¬ 
lehem Steel Corporation and all important major¬ 
ity owned subsidiaries, except two ocean transpor¬ 
tation subsidiaries. Investments in unconsolidated 
majority owned subsidiaries and joint ventures are 
accounted for by the equity method. Investments 
representing 50% or less of the voting interest are 
accounted for by the equity method or are carried 
at cost or lower, as appropriate. 

Inventories —Inventories, other than contract work 
in progress, are valued at the lower of cost or market 
using the last-in, first-out (LIFO) method, adopted 
in 1947, in costing the principal portion thereof and 
the first-in, first-out or average cost methods in 
costing the remainder. Contract work in progress 
is valued at cost less billings, adjusted for estimated 
partial profits and losses. Generally, partial profits 
are recognized on a pro rata basis after a contract 
has reached seventy-five percent completion. Losses 
are recognized when first apparent. 

Property, Plant and Equipment —Property, plant 
and equipment is valued at cost. Gains or losses on 
dispositions of property, plant and equipment are 
normally credited or charged to accumulated depre¬ 
ciation. However, see Note B for accounting for 
estimated losses on sale or abandonment of property, 
plant and equipment related to the closedown of 
certain steelmaking and related facilities. Main¬ 
tenance, repairs and renewals which neither ma¬ 
terially add to the value of the property nor ap¬ 
preciably prolong its life are charged to expense as 
incurred. 

Mineral Exploration —Mineral exploration costs 
are charged to expense as incurred except for ex¬ 
penditures, such as those to acquire land and min¬ 
ing rights, which are capitalized. The costs related 
to the minerals in the ground are written off on the 
unit of production basis as the material is produced. 

Depreciation —For financial accounting purposes 
depreciation is computed under the straight line 
method and for income tax purposes substantially 
all depreciation is computed under accelerated meth¬ 
ods. The depreciation rates used for both purposes 
are based on lives established by the U. S. Treasury 
Department in connection with guideline and asset 
depreciation range procedures, which reflect a factor 
for obsolescence. 

Pensions —Pension costs under Bethlehem’s Pen¬ 
sion Plan for substantially all its employees include 
current service costs, which are accrued and funded 
on a current basis, and prior service costs, which 
are amortized and funded over periods of not more 
than 30 years. Pension costs are determined by an 
entry age normal actuarial cost method, using frozen 
unfunded prior service liability. Current service 
costs include adjustments for differences between 
actuarial assumptions and actual experience. Actu¬ 
arial assumptions are reviewed periodically and 
revised as appropriate. 

Taxes on Income —Provisions for taxes on income 


reflect the investment tax credit using the flow¬ 
through method. Provision is made to reflect the 
tax effects of reporting income, expense and tax 
credits at different times for financial accounting 
purposes and for income tax purposes. 

B. Closedown of Certain Steelmaking and 
Related Facilities 

On August 18, 1977, the Corporation announced 
a plan to close down certain steelmaking and related 
facilities, to reduce capital expenditures and to re¬ 
duce hourly and salaried work forces. The decision 
to close down these facilities resulted in a pre-tax 
charge against income of $750 million. This amount 
may be summarized as follows (in millions): 

Employment related closedown costs.. $ 483 


Write-off of facilities, net of estimated 

salvage. 167 

Other costs associated with reduction 
of capacity. 100 


$ 750 

The employment related closedown costs include 
an estimate of the present value of unfunded costs 
of pensions and of the costs of other benefits accruing 
to terminated and laid-off employees including, 
among other things, continued life and other in¬ 
surance benefits and supplemental unemployment 
benefits. The write-off of facilities represents the 
net book value of abandoned plant and equipment 
adjusted for estimated proceeds of sales or realizable 
scrap value and losses incurred as a result of the 
termination of certain in-progress capital projects. 
Other costs associated with the reduction of capacity 
include the writedown to scrap value of inventory 
quantities considered unusable, anticipated oper¬ 
ating losses to the date of closedown of certain fa¬ 
cilities and estimated losses under certain contracts 
and agreements whose terms are no longer favorable 
to Bethlehem following the reduction of capacity. 

In the opinion of management, based on available 
information, the $750 million charge is a reasonable 
estimate of the costs and expenses associated with 
the plan to close down these facilities. However, 
there are uncertainties in estimating amounts pay¬ 
able in future years, and, therefore, it is possible 
that future adjustments will be made to this charge. 
The extent to which such adjustments will increase 
or decrease the charge cannot be determined at this 
time. 


C. Inventories December 31, 



1977 

1976 


(dollars in millions ) 

Ore, fluxes and coal chem¬ 



icals. 

$207.6 

$318.4 

Pig iron, alloys, scrap and 
manufacturing supplies. 
Finished and semi-finished 

99.8 

116.2 

products. 

236.0 

347.0 

Contract work in progress. 

82.8 

52.5 


$626.2 

$834.1 
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December 31, 


At December 31, 1977 and 1976 certain LIFO 
inventory quantities were lower than their respective 
year earlier levels. These liquidations served to 
reduce cost of sales by $35 million in 1977 and 
$40 million in 1976. 

The amounts included in the above table for 
inventories valued by the LIFO method are less 
than replacement or current cost by approximately 
$762 million at December 31, 1977, and $721 million 
at December 31, 1976. 


D. Property, Plant and Equipment 



December 31 , 


1977 

1976 


(i dollars in millions) 


Gross 

Class of Properties 



Steel producing and mis¬ 
cellaneous. 

$5,332.7 

$5,376.0 

Raw material (net of de¬ 
pletion) . 

705.6 

708.3 

Transportation. 

159.9 

165.3 

Marine construction. 

203.6 

200.5 


$6,401.8 

$6,450.1 


Net of Accumulated 
Depreciation 

Steel producing and mis¬ 
cellaneous. 

$2,388.8 

$2,378.2 

Raw material (net of de¬ 
pletion) . 

430.3 

417.1 

Transportation. 

89.6 

85.9 

Marine construction. 

79.6 

82.2 


$2,988.3 

$2,963.4 


E. Investments in Associated Companies 

Investments in associated companies accounted 
for by the equity method include advances of $23.4 
million at December 31, 1977, and $23.2 million at 
December 31, 1976. Bethlehem’s share in the net 
income of such companies amounted to $7 million 
in 1977 and $5.6 million in 1976, which amounts are 
included in interest, dividends and other income. 

F. Miscellaneous Assets 

At December 31, 1977, and 1976, miscellaneous 
assets included $40.9 million and $13.9 million, re¬ 
spectively, of property, plant and equipment, rep¬ 
resenting, generally, the estimated net realizable 
value of facilities which have been closed down. 

Miscellaneous assets at December 31, 1977, and 
1976, also included $3.2 million and $15.2 million, 
respectively, representing the balance in a capital 
construction fund which has been set aside for in¬ 
vestments in U. S. flag shipping operations. It also 
included $22 million and $35.6 million at Decem¬ 
ber 31, 1977 and 1976, respectively, of pollution 
control funds held in trust. 


G. Long-term Debt 


Consolidated Mortgage 
Bonds 

3%. Due 1979. 

Debentures 

3}4%- Due 1980. 

5.40%. Due 1992. 

6 %%. Due 1999. 

9%. Due 2000. 

85*%. Due 2001. 

8.45%. Due 2005. 

914% Notes 
Due 1978 through 1997. 
4K% Subordinated 
Debentures. Due 1990. 
5}4% —6% Obligations re¬ 
lated to pollution con¬ 
trol revenue bonds. Due 

1997 through 2002. 

4K%-7 5 A% Notes and 
lease obligations of con¬ 
solidated subsidiaries. 
Due 1978 through 1993. 
Revolving Credit Agree¬ 
ment: 

Notes payable to banks 
due March 1, 1980. 

Less unamortized 
debt discount... 

Less amounts due 
within one year.. 


1977 

1976 

{dollars in millions) 

$ 21.8 

$ 21.8 

3.1 

3.1 

101.8 

109.2 

84.0 

85.8 

132.0 

144.0 

200.0 

200.0 

250.0 

250.0 

29.5 

30.0 

86.7 

94.5 

100.0 

100.0 


4.7 

3.2 

150.0 


$1,163.6 

$1,041.6 

7.6 

8.1 

$1,156.0 

$1,033.5 

1.2 

10.4 

$1,154.8 

$1,023.1 


The effective interest rate of any individual debt 
issue is not materially increased above the stated 
rate by the applicable debt discount. 

The amounts shown above are net of securities 
owned. At December 31, 1977, the excess of ma¬ 
turities and sinking fund requirements over secu¬ 
rities owned and available therefor in the next five 
years was: $1.2 million in 1978, $36.8 million in 
1979, $52.2 million in 1980, $58.7 million in 1981, 
and $58.7 million in 1982. 

Bethlehem has entered into a revolving Credit 
Agreement with a group of banks providing for 
loans prior to March 1, 1980 in an amount not to 
exceed $300 million at any one time. Borrowings 
under this Agreement, which totaled $150 million 
at December 31, 1977, bear interest at the minimum 
commercial lending rate of the agent bank; however, 
the annual interest rate on the borrowings may not 
exceed 7% prior to March 1, 1978, 7.25% prior to 
March 1, 1979 and 7.5% prior to March 1, 1980. 
Bethlehem is required to pay a commitment fee at 
the rate of ]/% of 1% per annum on the daily average 
unused amount of the available credit. Bethlehem 
has the right under the Credit Agreement to make 
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term loans on March 1, 1980, in an aggregate 
amount not in excess of $300 million. The proceeds 
of such term loans will be simultaneously applied, 
to the extent required, to the repayment of the then 
outstanding revolving credit loans. Any such term 
loans will be evidenced by term notes, which will 
be payable in 16 equal quarterly installments. 
Interest on any term loan, prior to March 1, 1981, 
will be payable at a rate equal to the minimum 
commercial lending rate of the agent bank and, on 
and subsequent to March 1, 1981, at a rate equal to 
34 of 1% above the minimum commercial lending 
rate of the agent bank. 

Under informal agreements with the participating 
banks, Bethlehem has agreed to maintain average 
compensating balances of 10% of the total commit¬ 
ment plus 5% of outstanding borrowings. These 
balances are not subject to withdrawal restrictions. 

H. Commitments and Contingent Liabilities 

Based on its proportionate stock interest in certain 
associated raw material enterprises, Bethlehem is 
entitled to receive its share of the raw materials 
produced by such enterprises and is committed to 
pay its share of their costs, including amortization of 
their long-term indebtedness. Bethlehem’s share of 
such amortization averages approximately $6.3 mil¬ 
lion annually through 1983. In addition, Bethlehem 
has guaranteed indebtedness of various enterprises, 
including that of certain associated enterprises, ag¬ 
gregating $39 million at December 31, 1977. 

Bethlehem has entered into non-cancelable leases, 
principally for vessels, which at December 31, 1977, 
provided for aggregate minimum rental payments 
of $188.7 million as follows: $38.5 million in 1978, 
$35.1 million in 1979, $28.9 million in 1980, $17.4 
million in 1981, $11.3 million in 1982, $35.2 million 
in the five years 1983 through 1987, and $22.3 million 
thereafter. 

Bethlehem has placed purchase orders for a sub¬ 
stantial portion of the estimated cost to complete 
authorized additions and improvements to its 
properties. At December 31, 1977, the total 
estimated cost to complete such additions and im¬ 
provements was $515 million. 

I. Stockholders’ Equity 

During 1977 and 1976 Bethlehem reacquired 491 
and 1,065 shares, respectively, of Common Stock. 
The authorized stock includes 20,000,000 shares of 
Preferred Stock, par value $1 per share, none of 
which has been issued. 

At the 1975 Annual Meeting of Stockholders, the 
stockholders approved the 1975 Stock Option Plan 
providing for the granting, during each Plan Year 
(ending March 31) for five years, to certain em¬ 
ployees, including officers, of options to purchase 
up to a maximum of 500,000 shares of Common 
Stock, but not exceeding an aggregate of 2,000,000 
shares for the five year period. At December 31, 
1977, options granted to 248 employees covering an 
aggregate of 1,050,650 shares were outstanding. 
The option price is equal to the market price per 
share at the date of grant. Options are not ex¬ 


ercisable for six months from the date of grant. 
Options covering 308,050 shares expire on April 30, 
1985, options covering 353,600 shares expire on 
April 28, 1986, and options covering 389,000 shares 
expire on April 27, 1987, subject in each case to 
earlier termination if the optionee dies or other¬ 
wise ceases to be an employee. 

The Common Stock account is increased by the 
difference between the option price and the average 
cost of treasury shares used upon exercise of options. 


The following table sets forth data with respect 
to options outstanding under the 1975 Stock Option 
Plan during 1976 and 1977: 


Balance, 1/1/1976. 

Number 
of Shares 

396,900 

Option 

Price 

$38,875 

Granted. 

407,100 

41.50 

Exercised or surrendered.. 

(34,050) 

38.875 

Terminated or cancelled.. 

(16,900) 

* 

Balance, 12/31/1976. 

753,050 

♦ 

Granted. 

394,000 

35.375 

Terminated or cancelled.. 

(96,400) 

** 

Balance, 12/31/1977. 

1,050,650 

** 


* $38.875—$41.50. 

** $38.875—$41.50—$35,375. 

No options were exercised or surrendered during 
1977. 

J. Special Incentive Compensation Plan 

Under the Special Incentive Compensation Plan 
provided for by Article Tenth of Bethlehem’s 
Amended Certificate of Incorporation, certain ex¬ 
ecutives and other key employees receive special 
incentive compensation in the form of dividend 
units. The aggregate number of dividend units 
credited for a year is determined by dividing an 
amount equal to 134 % of the consolidated net in¬ 
come for the year by the market value per share 
of Bethlehem Common Stock at the beginning of 
the year. Each dividend unit entitles the holder 
(or his estate in the event of death) to receive cash 
payments equal to cash dividends paid on a share 
of Common Stock during his life, or, at a minimum, 
until the 15th anniversary of the termination, by 
death or otherwise, of his service with Bethlehem. 
Under certain circumstances the duration of the 
payments is subject to earlier termination. No 
dividend units are creditable under the Plan for 
1977. Charges to expense attributable to dividend 
units granted in prior years were $2.2 million and 
$2 million in 1977 and 1976, respectively. 

K. Pensions 

Provisions for pension costs were $272.1 million in 
1977 and $261.2 million in 1976. Pension costs for 
1977 increased nominally to reflect the increases in 
pension benefits which became effective under the 
Pension Plan during 1977 and 1976. In addition to 
the 1977 provision for pension costs, a portion of 
the estimated costs of the closedown of certain steel¬ 
making and related facilities (see Note B) is at¬ 
tributable to pensions and other employment costs 
related to terminated and laid-off employees. 
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The actuarially computed value of vested benefits 
as of December 31, 1977, exceeded the sum of the 
market value of the Pension Trust Fund and the 
pension portion of the estimated future liability for 
costs attributable to the closedown of certain steel¬ 
making and related facilities (see Note B) by ap¬ 
proximately $1,212 million. The unamortized 
balance of the actuarially computed value of prior 
service costs, including those related to vested 
benefits, was approximately $1,120 million at De¬ 
cember 31, 1977. 


L. Taxes 


The provision (credit) for 

taxes on 

income is 

comprised of: 

1977 

1976 


(dollars in millions) 

Federal—current. 

$ (95) 

$ (36) 

—deferred. 

(354) 

30 

Foreign—current. 

9 

20 

State—current. 

2 

7 

—deferred. 

(25) 

5 

Total income taxes... 

$(463) 

$ 26 


The credit for the current portion of the 1977 
Federal income tax provision reflects primarily the 
estimated refund of $134 million of 1974 income 
taxes which will result from a carryback of the 1977 
net operating loss. The credit is net of minimum 
tax liabilities for 1975, 1976 and 1977, which arise 
in 1977 due to the net operating loss. The credit 
for the current portion of the 1976 Federal income 
tax provision reflects, primarily, the refund of prior 
years’ taxes resulting from a carryback of the 1976 
investment tax credit. The credits for the deferred 
portions of the 1977 Federal and state income tax 
provisions are mainly due to expenses recorded for 
financial purposes in 1977 which will be deductible 
for tax purposes in future years. Also included in 
the deferred Federal income tax credit for 1977 are 
$88.1 million of investment tax credit carryovers 
which are realizable in future years. 

Total income tax expense (credit) differed from 
the amount computed by applying the Federal in¬ 
come tax rate of 48% to income (loss) before income 
taxes. That computed amount and the items which 
made total income tax expense (credit) vary from 
it are as follows: 

1977 1976 


(dollars in millions) 


Computed amount. 

$(437.4) 

$ 

93.1 

State income taxes. 

(12.0) 


6.2 

Investment tax credit.... 

(45.1) 


(38.4) 

Percentage depletion on 

United States mineral 

properties. 

(15.1) 


(33.3) 

Foreign income. 

19.5 


.5 

Minimum tax. 

23.4 


— 

Miscellaneous items. 

3.7 


(2.1) 

Total income tax 

expense (credit)... 

$(463.0) 

$ 

26.0 


The deferred income tax expense (credit) results 
from differences in the time of recognition of in¬ 
come, expense and tax credits for tax and financial 
statement purposes. Those differences and their 
effect on deferred income tax expense (credit) are 
as follows: 

1977 1976 



( dollars in millions) 

Excess of tax depreciation 
over book depreciation. 
Earnings under Merchant 

$ 23.1 $ 

28.6 

Marine Act of 1970.... 
Expenses associated with 

.2 

5.2 

reduction in capacity 
not deductible in 1977.. 



—Employment cost. 
—Facilities 

(254.7) 

— 

abandoned. 

(39.6) 

— 

—Other costs. 

(11.3) 

— 

Foreign tax credit carry¬ 


over. 

(8.8) 

— 

Investment tax credit 



carryovers. 


— 

—1977. 

(45.1) 


—Prior years. 

(43.0) 


Miscellaneous items. 

.2 

1.2 


$(379.0) $ 35.0 


Federal income tax returns for Bethlehem and its 
subsidiaries for the years 1961 through 1972 are 
under consideration by the Internal Revenue Ser¬ 
vice. Adjustments have been proposed by the 
Service for 1961 through 1970 and proposed adjust¬ 
ments for 1971 and 1972 are anticipated in the near 
future. Most of the proposed adjustments relate 
only to the timing of deductions, and would result 
in offsetting adjustments in other years. Agreement 
has been reached on most of the adjustments pro¬ 
posed for 1961 and 1962 and the resulting defi¬ 
ciencies and related interest were paid in 1977. 
Appropriate provisions had been made in previous 
years and, therefore, there was no effect on the 1977 
loss. Because of the complexity of the issues in¬ 
volved, it is not possible at this time to determine 
the amount of additional deficiencies and interest 
which may ultimately be payable with respect to 
the remaining issues for 1961 and 1962, all of which 
are being contested by Bethlehem, or the amount of 
deficiencies and interest with respect to the adjust¬ 
ments proposed for 1963 through 1970, the major 
portion of which is also being contested by Beth¬ 
lehem. However, Bethlehem believes that it has 
made adequate provision so that final settlement of 
its Federal income tax liability for all years will not 
have any material adverse effect on its consolidated 
financial position at December 31, 1977. 

Income Invested in the Business at December 31, 
1977, includes approximately $15.9 million of un¬ 
remitted earnings of subsidiaries in respect of which 
income taxes on remittance have not been accrued. 
The subsidiaries have invested amounts equal to 
those earnings for indefinite periods and it is there¬ 
fore expected that remittance thereof will be post¬ 
poned indefinitely. 


















































Bethlehem incurred substantial costs for taxes 
other than income taxes as follows: 



1977 

1976 


(i dollars in millions) 

Employment taxes. 

$111.5 

$108.6 

Property taxes. 

45.7 

45.6 

State and foreign taxes... 

26.6 

25.2 

Total taxes—other 

than income. 

$183.8 

$179.4 

M. Supplementary Income Statement 


Information 


1977 

1976 


(dollars in millions) 

Maintenance and repairs.. 

$702.0 

$682.0 

Mineral exploration. 

11.3 

17.5 

Rental expense 

Real estate, office ma- 

chinery and equipment 

23.9 

24.4 

Vessels. 

33.4 

17.4 

Research and development 

42.7 

43.7 

Interest, dividends and other income 

includes 

$2.8 million in 1977 and $3.7 million in 

1976 for 


gains on the repurchase of long-term debt. 


N. Replacement Cost Information (Unaudited) 

As required by Rule 3-17 of Regulation S-X of the 
Securities and Exchange Commission, Bethlehem’s 
Annual Report on Form 10-K (a copy of which is 
available upon request) contains estimated data on 
the current replacement cost of inventories, the cost 
of sales on the basis of the replacement cost of the 
goods or services at the time of sale, gross and de¬ 
preciated replacement cost of productive capacity, 
and depreciation expense on a replacement cost 
basis. Such information shows that, on the basis 


of estimated replacement cost, inventories, property, 
plant and equipment and depreciation expense 
would be significantly greater than on the basis of 
historical cost. Cost of sales would be slightly 
higher on the replacement cost basis than on the 
historical cost basis, excluding the cost savings re¬ 
sulting from the efficiencies of modern production 
facilities. If such cost savings were recognized, it 
is estimated that cost of sales on a replacement 
cost basis would be considerably less than on an 
historical cost basis. 


0. Quarterly Financial Data (Unaudited) 

(i dollars in millions , except per share data) 


1977 

Quarter 

Net 

Sales 

Cost of 
Sales** 

Net Income (Loss) 

Per 

Amount Share 

First.... 

$1,269.8 

$1,174.6 

$ (25.2) 

$ (.58) 

Second. . 

1,462.5 

1,328.1 

34.8 

.80 

Third... 

1,286.4 

1,222.9 

(477.0)* 

(10.92) 

Fourth. . 

1,351.3 

1,137.6 

19.2 

.43 

1976 

Quarter 

$5,370.0 

$4,863.2 

$(448.2) 

$(10.27) 

First.... 

$1,278.1 

$1,101.4 

$ 28.4 

$ .65 

Second.. 

1,435.9 

1,228.1 

54.4 

1.25 

Third. . . 

1,312.4 

1,124.2 

45.5 

1.04 

Fourth.. 

1,221.6 

1,032.2 

39.7 

.91 


$5,248.0 

$4,485.9 

$168.0 

$3.85 


* After non-recurring pre-tax charges of $791 
million. 

** Third and fourth quarters of 1977 reduced by $15 
million and $20 million, respectively, due to LIFO 
inventory reductions. 


REPORT OF INDEPENDENT ACCOUN1ANTS 


To the Board of Directors and Stockholders 
of Bethlehem Steel Corporation: 

We have examined the Consolidated Balance Sheets of Bethlehem Steel Corporation and its consolidated 
subsidiaries at December 31, 1977 and 1976 and the related Consolidated Statements of Income and Income 
Invested in the Business and Changes in Financial Position for the years then ended. Our examinations were 
made in accordance with generally accepted auditing standards and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered necessary in the circumstances. 

As described in Note B, Bethlehem announced, in August 1977, a plan to close down certain steelmaking 
and related facilities and accordingly recorded a provision for the estimated costs and expenses to be incurred 
in connection therewith. Management believes, and we concur, that the provision represents a reasonable 
estimation of the costs and expenses associated with the closedown. However, the ultimate amount of costs 
and expenses to be incurred is not presently determinable. 

In our opinion, subject to the effect, if any, on the 1977 financial statements of the ultimate determination 
of the actual costs and expenses associated with the decision referred to in the preceding paragraph, the ac¬ 
companying financial statements present fairly the financial position of Bethlehem Steel Corporation and 
consolidated subsidiaries at December 31, 1977 and 1976 and the results of their operations and the changes 
in their financial position for the years then ended in conformity with generally accepted accounting principles 
applied on a consistent basis. 


153 East 53rd Street 
New York, N. Y. 10022 
February 10, 1978 
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FIVE YEAR FINANOAL& 
OPERATING SUMMARIES 


(dollars in millions, except per share data) 

1977 

1976 

1975 

1974 

1973 

Revenues: 






Net sales. 

$5,370.0 

5,248.0 

4,977.2 

5,381.0 

4,137.6 

Interest, dividends and other income. 

40.2 

56.7 

51.1 

67.7 

41.3 


$5,410.2 

5,304.7 

5,028.3 

5,448.7 

4,178.9 

Costs and expenses: 

Operating charges: 






Employment costs. 

$2,368.5 

2,313.6 

2,139.2 

2,072.0 

1,759.3 

Materials and services. 

2,707.0 

2,373.0 

2,240.4 

2,442.7 

1,765.1 

Depreciation. 

300.1 

275.6 

234.2 

210.9 

196.1 

Taxes, other than employment and 






income taxes. 

72.3 

70.8 

68.1 

63.1 

58.8 


$5,447.9 

5,033.0 

4,681.9 

4,788.7 

3,779.3 

Interest and other debt charges. 

82.5 

77.7 

63.4 

44.0 

43.0 

Estimated costs of closedown of cer¬ 
tain steelmaking and related facil- 






ities. 

750.0 

— 

— 

— 

— 

Flood expense. 

41.0 

— 

— 

— 

— 


$6,321.4 

5,110.7 

4,745.3 

4,832.7 

3,822.3 

Income (loss) before income taxes. 

$ (911.2) 

194.0 

283.0 

616.0 

356.6 

Income taxes. 

(463.0) 

26.0 

41.0 

274.0 

150.0 

Net income (loss): 






Amount. 

$ (448.2) 

168.0 

242.0 

342.0 

206.6 

Per share. 

$ (10.27) 

3.85 

5.54 

7.85 

4.72 

Percent of revenues. 

(8.3)% 

3.2 

4.8 

6.3 

4.9 

Percent of stockholders’ equity 





at beginning of year. 

(16.6)% 

6.4 

9.7 

15.3 

9.7 

Dividends: 






Amount. 

$ 65.5 

87.4 

120.1 

100.2 

72.4 

Per share. 

$ 1.50 

2.00 

2.75 

2.30 

1.65 

Capital expenditures: 






Property, plant and equipment. 

$ 532.1 

396.2 

674.3 

524.2 

248.8 

Investments in associated enterprises. 

19.8 

10.4 

13.5 

17.3 

21.3 

Long-term debt at year end. 

$1,154.8 

1,023.1 

856.9 

648.3 

663.0 

Stockholders’ equity at year end. 

$2,178.9 

2,692.6 

2,612.0 

2,490.1 

2,242.3 

Common Stock at year end: 






Shares outstanding in hands of public* 

43,665 

43,666 

43,665 

43,666 

43,467 

Stockholders. 

166,000 

165,000 

179,000 

188,000 

193,000 

Raw steel produced (net tons)*. 

16,609 

18,872 

17,489 

22,281 

23,702 

Steel products shipped (net tons) *. 

12,405 

12,829 

11,865 

16,256 

16,627 

Iron ore production (net tons)*. 

13,480 

17,330 

17,424 

21,459 

20,051 

Coal production (net tons) *. 

11,397 

14,966 

14,209 

13,751 

14,840 

Employees—monthly average 






receiving pay. 

100,000 

105,000 

113,000 

122,000 

118,000 


*ln thousands. 








































































MANAGEMENT'S ANALTCB 


1976 and 1977 

Shipments and Revenues 

Production of raw steel and 
shipments of steel products were 
approximately 12% and 3.3% 
lower, respectively, in 1977 than 
in 1976, while revenues for 1977 
were slightly higher than in 1976. 
Production and shipment levels 
fluctuated during the year, but, 
except for the second quarter, 
shipments in 1977 remained rela¬ 
tively low because of the lack of 
improved demand from the con¬ 
struction and capital goods sectors 
of the economy and the amount 
of foreign steel imported into the 
United States. Higher shipments 
in the second quarter occurred 
because of an influx of orders 
from customers who may have 
been anticipating price increases 
and because of certain catch-up 
efforts related to winter-impeded 
production. The reduction in the 
level of production was greater 
than the reduction in the level of 
shipments in 1977 as a result of 
Bethlehem’s plan to reduce its 
inventories. Despite lower de¬ 
mand and reduced shipments, 
revenues increased slightly in 
1977 principally as a result of 
price increases implemented dur¬ 
ing the year. Interest, dividends, 
and other income decreased from 
$56.7 million in 1976 to $40.2 
million in 1977. 

Costs and Expenses 

Cost of sales and selling, ad¬ 
ministrative and general expense 
were 8.4% and 4.8% higher, re¬ 
spectively, in 1977 as compared 
to 1976, reflecting continuing es¬ 
calation in employment costs and 
in the cost of many purchased 
materials and services, principally 
energy. Depreciation also in¬ 
creased 8.9% as a result of new 
facilities placed in service in the 
last twelve months. • 

A major part of the loss before 
taxes on income in 1977 is at¬ 
tributable to a pre-tax charge of 
$750 million resulting from a 
plan to close down certain steel¬ 
making and related facilities and 
a pre-tax charge of $41 million 
reflecting estimated expenses of 
a flood in July in the Johns¬ 
town, Pennsylvania, area. With¬ 


out those charges the loss before 
taxes on income in 1977 would 
have been $120.2 million, and the 
net loss for the year would have 
been $18.7 million. Of the $750 
million charge, about $167 million 
represents the write-off of closed 
facilities and does not involve an 
expenditure of cash. Approxi¬ 
mately $100 million of the charge 
relates to costs expected to be 
incurred in the termination of 
operations during the closedown 
period, including operating losses, 
the writedown of inventories and 
losses under certain contracts. 
The remainder of the charge, ap¬ 
proximately $483 million, repre¬ 
sents the estimate of the present 
value of pension costs and the 
costs of other benefits payable to 
terminated and laid-off employees. 
These costs have been recognized 
currently and will not be charged 
against income in subsequent 
years. As indicated in the notes 
to Bethlehem’s consolidated fi¬ 
nancial statements, adjustments 
to the $750 million charge are, 
however, possible in future fiscal 
periods. 

The pre-tax loss for 1977 was 
reduced by approximately $35 
million as a result of the reduc¬ 
tion in inventories valued by the 
LIFO method. Pre-tax income 
for 1976 was increased by ap¬ 
proximately $40 million as a re¬ 
sult of a reduction in inventories 
valued by the LIFO method. 

Profit margins declined in 1976 
from 1975, since revenues gener¬ 
ated by increased demand and 
price increases were not sufficient 
to offset increased costs. Profit 
margins declined even further in 
1977 as a result of the lack of 
adequate price increases to offset 
escalating costs, particularly addi¬ 
tional labor and energy costs, 
lower volume and costs resulting 
from work interruptions at several 
coal and iron ore mines. 

Taxes on Income 

Bethlehem had a $463 million 
credit for taxes on income in 
1977 compared to taxes on in¬ 
come of $26 million in 1976, 
reflecting the pre-tax loss as well 
as the effects of the investment 
tax credit and percentage deple¬ 


tion on United States mineral 
properties. The tax effects of 
the investment tax credit arising 
in 1977 and percentage depletion 
were $45.1 million and $15.1 mil¬ 
lion, respectively, for 1977, as 
compared with $38.4 million and 
$33.3 million for 1976. Without 
the $750 million and $41 million 
charges in 1977, the credit for 
taxes on income in 1977 would 
have been $101.5 million instead 
of $463 million. 

Net Income 

Bethlehem incurred a net loss 
of $448.2 million in 1977 compared 
to net income of $168 million in 
1976, as a result of the negative 
factors recited above. Without 
the $750 million and $41 million 
charges in 1977 the net loss would 
have been $18.7 million. Net in¬ 
come for the fourth quarter of 
1976 and 1977 was improved by 
inventory and other year-end ad¬ 
justments. Net income for the 
fourth quarter of 1977 was re¬ 
duced by an adjustment to the 
provision for taxes on income re¬ 
quired to record income taxes for 
the entire year. 

1975 and 1976 

Shipments and Revenues 

Shipments and net sales were 
8.1% and 5.4% higher, respec¬ 
tively, in 1976 than in 1975. The 
percentage increase in net sales 
from 1975 to 1976 was not as 
great as the percentage increase 
in shipments principally because 
of differences in product mix be¬ 
tween the two years. During 

1975, shipments and net sales de¬ 
clined throughout most of the 
year as a result of both reduced 
steel consumption and substantial 
inventory reductions by steel con¬ 
sumers. During the first half of 

1976, the demand for steel prod¬ 
ucts, particularly from the auto¬ 
motive industry and other cus¬ 
tomers for flat-rolled products, 
generally improved over the low 
level at the end of 1975. The 
demand for flat-rolled products 
remained relatively stable through 
the second half of 1976, but over¬ 
all demand for steel products 
declined by year-end to 1975 
year-end levels. The demand for 
steel from the capital goods sector 









of the economy in 1976 was not 
as great as had been expected. As 
a result of these various factors, 
shipments and net sales declined 
in the second half of 1976, par¬ 
ticularly in the fourth quarter, 
when compared to the earlier 
part of the year, but were higher 
than for the comparable period 
of 1975. 

Costs and Expenses 

Costs and expenses (excluding 
income taxes) were $5.11 billion 
in 1976 compared to $4.75 billion 
in 1975, a 7.7% increase. Em¬ 
ployment costs (including a 31.6% 
increase in pension costs) and the 
prices of most purchased materials 
and services continued to rise 
during 1976 over their levels in 
prior years. Higher depreciation 
costs (which increased 17.7% in 
1976 over 1975) resulting from 
completion of capital projects 
during 1975 and 1976 and higher 
interest costs (which increased 
22.5% in 1976 over 1975) resulting 
from corporate borrowings in 
March of 1975 and March of 1976 
contributed to the overall in¬ 
creases in 1976 costs and expenses. 

Although demand showed some 
improvement in 1976 when com¬ 
pared to 1975 and certain price 
increases were implemented dur¬ 
ing 1976, the revenues generated 
by the increased demand and 
price increases were not sufficient 
to offset the increased costs. 
Profit margins continued to de¬ 
cline in 1976 as they did in 1975, 
resulting in pre-tax income being 
31.5% lower in 1976 than in 1975. 

During 1976, certain LIFO in¬ 
ventory quantities decreased be¬ 
low 1975 levels which benefited 
1976 pre-tax income by approxi¬ 
mately $40 million. 

Taxes on Income 

Taxes on income were 36.6% 
lower in 1976 than in 1975, re¬ 
flecting the continuing decline in 
pre-tax income combined with the 
effects of the investment tax 
credit and percentage depletion 
on United States mineral proper¬ 
ties. The tax effects of the in¬ 
vestment tax credit and percent¬ 


age depletion were $38.4 million 
and $33.3 million, respectively, 
for 1976, as compared with $59.6 
million and $38.2 million for 1975. 

Net Income 

Net income in 1976 was 30.6% 
lower than in 1975, primarily as 
a result of lower pre-tax income. 
Net income for the fourth quarters 
of 1975 and 1976 was improved by 
inventory and other year-end 
adjustments. 


1973-1975 

Shipments and Revenues 

Demand for steel products im¬ 
proved markedly in 1973 com¬ 
pared to immediately preceding 
years. Although demand con¬ 
tinued at a high level through 

1974, shipments of steel products 
decreased in the second half of 
that year, primarily because of 
shortages of raw materials, in¬ 
cluding those caused by the coal 
strike in November and Decem¬ 
ber. Revenues and net income 
increased, however, during the 
second half, primarily because of 
price increases following the re¬ 
moval of Federal price controls 
at the end of April. 

During the first quarter of 

1975, demand from certain seg¬ 
ments of the domestic steel mar¬ 
ket, including the construction, 
automotive and consumer goods 
industry, began to decline. The 
decline continued through each of 
the remaining quarters, spreading 
to other segments of the market, 
including the capital goods and 
energy-related segments, and ship¬ 
ments of steel products decreased 
in each quarter of 1975. The de¬ 
crease in shipments and revenues 
in 1975, as compared with 1974, 
reflected both reduced steel con¬ 
sumption and substantial inven¬ 
tory reductions by steel con¬ 
sumers, as contrasted with sub¬ 
stantial inventory accumulations 
by steel consumers in 1974. 

Costs and Expenses 

Employment and energy costs 
and the prices of most purchased 
materials and services increased 


substantially during 1973 and 
1974 and continued to rise during 
1975, although at reduced rates 
in some cases. The general in¬ 
crease in employment costs which 
became effective August 1, 1975, 
was a significant factor in 1975 
costs. 

Although the price increases 
which became effective in 1974, 
following the removal of Federal 
price controls, continued in effect 
during 1975, they were insuffi¬ 
cient to offset the effects of the 
increased costs in 1975. In addi¬ 
tion, selective price increases de¬ 
signed to offset in part the 
August 1 employment cost in¬ 
creases were delayed until 
October 1, 1975. Profit margins 
accordingly declined substantially 
during 1975, resulting in a decline 
in pre-tax income. 

Taxes on Income 

Taxes on income in 1973 and 

1974 reflected the income effects 
of high levels of production, ship¬ 
ments, sales and prices. Taxes 
on income in 1975 reflected the 
effects of the lower pre-tax income 
combined with increases in the 
investment tax credit and percent¬ 
age depletion on United States 
mineral properties. The tax ef¬ 
fects of the investment tax credit 
and percentage depletion were 
$59.6 million and $38.2 million, 
respectively, for 1975, as com¬ 
pared with $11.2 million and $27.4 
million for 1974. 

Net Income 

Net income in 1974 was unusu¬ 
ally high because the strong de¬ 
mand for steel products resulted 
in higher levels of production, 
shipments, sales and prices. Net 
income decreased substantially in 

1975 from the record 1974 net 
income, but to a smaller extent 
than pre-tax income because of 
the reduced taxes on income. Net 
income for 1975 of $242 million 
or $5.54 per share was 29.2% less 
than the record $342 million or 
$7.85 per share for 1974. In 1973 
net income was $207 million or 
$4.72 per share, which was a 
substantial improvement over 
1972. 
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PENSION TRUST FUND 


Statements of Assets 

Cash, interest and other receivables . 

Contributions receivable from employing companies . 

Investments , at cost: 

Short-term obligations. 

Long-term bonds, notes and other obligations. 

Preferred stocks. 

Common stocks. 

Total, at cost . 

Approximate market value . 

The Pension Trust Fund is not the property of Bethlehem and therefore 
is not included in the consolidated financial statements. 


1977 I 1976 

December 31 
(dollars in millions) 


$ 5.7 

$ 5.3 

51.0 

21.7 

65.5 

64.4 

335.6 

283.0 

1.5 

1.5 

657.4 

588.9 

$1,116.7 

$ 964.8 

$1,178.8 

$1,119.0 


Year 

(dollars in millions) 


Statements of Changes in Fund 

Balance in Fund, January 1, at cost . 

$ 964.8 

$ 815.2 

Add: 

Contributions from employing companies. 

270.0 

260.1 

Income from investments. 

54.7 

44.3 

Deduct: 

$1,289.5 

$1,119.6 

Net loss on disposition and write-down of investments. 

$ 1.7 

$ 3.0 

Pension payments. 

171.1 

151.8 


$ 172.8 

$ 154.8 

Balance in Fund, December 31, at cost . 

$1,116.7 

$ 964.8 

Pensioners at year end . 

43,375 

40,864 


REPORT OF INDEPENDENT ACCOUNTANTS 


To the Investment Committee and Trustees 
Pension Trust of Bethlehem Steel Corporation 
and Subsidiary Companies: 

In our opinion, the accompanying Statements of Assets and Statements of Changes in Fund present fairly 
the assets of the Pension Fund under the Pension Trust of Bethlehem Steel Corporation and Subsidiary 
Companies at December 31, 1977 and 1976 and the changes in the Fund during the years, in conformity 
with generally accepted accounting principles consistently applied. Our examinations of these statements 
were made in accordance with generally accepted auditing standards and accordingly included such tests of 
the accounting records and such other auditing procedures as we considered necessary in the circumstances, 
including confirmation by the custodian of investments owned at December 31, 1977 and 1976. 


153 East 53rd Street 
New York, N. Y. 10022 

January 25, 1978 















































FACILITIES 


Steel Plants: Sparrows Point, Md. 

• Lackawanna, N.Y. • Bums 
Harbor, Ind. • Bethlehem, Pa. • 
Johnstown, Pa. • Steelton, Pa. • 
Los Angeles, Calif. • Seattle, 
Wash. • Lebanon, Pa. • Williams¬ 
port, Pa. 

Marine Construction and Repair 
Yards: Baltimore, Md. • Beau¬ 
mont, Tex. • East Boston, Mass. • 
Hoboken, N.J. • San Francisco, 
Calif. • Singapore* • Sparrows 
Point, Md. • San Pedro, Calif. 

Reinforcing Bar Fabricating Shops: 
Albany, N.Y. • Baltimore, Md. • 
Boston, Mass. • Buffalo, N.Y. • 
Chicago, Ill. • Cleveland, Ohio • 
Detroit, Mich. • Elizabeth, N.J. • 
Houston, Tex. • Jacksonville, 
Fla. • Los Angeles, Calif. • Miami, 
Fla. • Minneapolis, Minn. • New 
Haven, Conn. • Philadelphia, 
Pa. • Richmond, Va. • San Fran¬ 
cisco, Calif. • Seattle, Wash. • 
Steelton, Pa. • Washington, D.C. 

Other Manufacturing Units: Ball- 
ston Spa, N.Y. • Bath, N.Y. • 
Bealeton, Va. • Bedford, Pa. • 
Birmingham, Ala. • Buffalo, N.Y. 

• Charlotte, N.C. • Dublin, Va. • 
Dunellen, N.J. • East Chicago, 
Ind. • Fairfield, Md. • Hallandale, 
Fla. • Jacksonville, Fla. • King of 
Prussia, Pa. • Pulaski, Pa. • 
Raleigh, N.C. • Romulus, Mich. • 
Worcester, Mass. 

Iron Ore: Negaunee, Mich.* • 
Hibbing, Minn.* • Hoyt Lakes, 
Minn.* • Labrador City, Labra¬ 
dor, Canada* • Schefferville, 
Quebec, Canada* • Buchanan, 
Liberia* 

Manganese Ore: Macapa, Amapa, 
Brazil* 

Bentonite: Casper, Wyo.* • Wor- 
land, Wyo.* 

Coal: Nanty Glo, Pa. • Ebens- 
burg, Pa. • Ehrenfeld, Pa. • 
Windber, Pa. • Mineral Point, 
Pa. • Johnstown, Pa. • Saxon- 
burg, Pa. • Ellsworth, Pa. • Mari¬ 
anna, Pa. • Barrackville, W. Va. • 
Century, W. Va. • Kayford, W. 


Va. • Eunice, W. Va. • Van, 
W. Va. • Jeffrey, W. Va. • 
Drennen, W. Va. • Itmann, W. 
Va.* • Deane, Ky. • Virgie, Ky. • 
Jenkins, Ky. • Tamaqua, Pa. 

Limestone: Drummond Island, 

Mich. • Presque Isle, Mich.* • 
Annville, Pa. • Hanover, Pa. 

Lime Plants: Annville, Pa. • Han¬ 
over, Pa. • Lackawanna, N.Y. 

Rail Transportation: Five short 
line railroads in the vicinities of 
the Sparrows Point, Lackawanna, 
Bethlehem, Johnstown and Steel¬ 
ton Plants and one railroad serv¬ 
ing coal mines near Johnstown, 
Pa. 

Water Transportation: Six ore 
vessels on the Great Lakes; six 
ocean going bulk cargo carriers; 
and three coal barges 

Research: Bethlehem, Pa. Lab¬ 
oratories with facilities for re¬ 
search in minerals beneficiation, 
coal, cokemaking, iron and steel¬ 
making, refractories, chemicals 
and plastics, environmental con¬ 
trol, product development and 
applications, instruments and 
measurement, mill equipment and 
control, and systems analysis. 

Plastics Fabrication: Nashville, 
Tenn. • Franklin, Tenn. • Hen¬ 
derson, Ky. • Greenville, S.C. • 
Gaffney, S.C. • Jacksonville, Tex. 
• Lakeville, Minn. • Minneapolis, 
Minn. • Atlanta, Ga. • South 
Bend, Ind. • Stuarts Draft, Va. 

Wire Rope Mill Depots: Balti¬ 
more, Md. • Charlotte, N.C. • 
Chicago, Ill. • Cincinnati, Ohio • 
Elizabeth, N.J. • Houston, Tex. • 
Jacksonville, Fla. • Los Angeles, 
Calif. • Minneapolis, Minn. • New 
Orleans, La. • Philadelphia, Pa. • 
Pittsburgh, Pa. • Portland, Ore. • 
St. Louis, Mo. • Tulsa, Okla. • 
Williamsport, Pa. 

Industrial Fastener Mill Depots: 
Birmingham, Ala. • East Chicago, 
Ind. • Houston, Tex. • Lebanon, 
Pa. • Los Angeles, Calif. • Seattle, 
Wash. 


CAI PC 

OFFICES 


Albany, N.Y. 

Atlanta, Ga. 

Baltimore, Md. 
Bethlehem, Pa. 

Boston, Mass. 

Buffalo, N.Y. 

Chicago, Ill. 

Cincinnati, Ohio 
Cleveland, Ohio 
Columbus, Ohio 
Dallas, Tex. 

Dayton, Ohio 
Detroit, Mich. 

Grand Rapids, Mich. 
Greensboro, N.C. 
Houston, Tex. 
Indianapolis, Ind. 
Jacksonville, Fla. 
Kansas City, Mo. 

Los Angeles, Calif. 
Louisville, Ky. 
Milwaukee, Wis. 
Moline, Ill. 

Nashville, Tenn. 

New Haven, Conn. 

New York, N.Y. 
Philadelphia, Pa. 
Pittsburgh, Pa. 
Portland, Ore. 
Richmond, Va. 

St. Louis, Mo. 

St. Paul, Minn. 

San Francisco, Calif. 
Seattle, Wash. 

Syracuse, N.Y. 

Toledo, Ohio 
Tulsa, Okla. 
Washington, D.C. 

York, Pa. 

Export Sales: 

Bethlehem Steel Export 
Corporation 
Bethlehem, Pa. 18016 


♦Partial Interest 










PRODUCTS 


Sheet and Strip Products: Hot- 
rolled, cold-rolled and galvanized 
sheets • Hot-rolled bands • Hot- 
rolled strip • Galvannealed sheets 
• Electro-galvanized sheets • 
Lamination sheet steel • Pre¬ 
painted sheets, including Zincro- 
metal ® • Galvalume sheets • 
Culvert sheets 

Structural Shape Products: Wide- 
flange shapes • Standard beams, 
angles and channels 

Plate Products: Sheared, univer¬ 
sal and strip mill plates • Heat 
treated plates • Flanged and 
dished heads 

Tin Mill Products: Single and 
double reduced electrolytic tin 
plate • Single and double reduced 
black plate • Single and double 
reduced electrolytic chromium 
coated steel • Electrolytic tin 
coated sheet 

Carbon and Alloy Bars and Semi- 
Finished Products: Hot-rolled 
bars—standard and special sec¬ 
tions • Blooms, billets and slabs 

Rod and Wire Products: Wire 
rods • Manufacturers’ wire— 
bright, galvanized, Bethanized, 
aluminized and thermal treated • 
Nails and staples 

Reinforcing Bars and Construction 
Specialty Products: Concrete re¬ 
inforcing bars • Fabricated rein¬ 
forcing bars • Slabform and Bridg- 
form • Highway guard rails— 
beam and cable • Cold-formed 
shapes 


Piling Products: Sheet piling • H- 
piles • Piling pipe 

Tubular Products: Continuous 
weld pipe • Electric-resistance 
weld pipe • Double submerged arc 
welded pipe • Fabricated tubular 
products 

Railroad Products: Freight cars, 
industrial cars and car parts • 
Rails, tie plates and joint bars • 
Wheels and axles • Frog and 
switch material • Prefabricated 
special track work 

Tool Steel Products: Tool Steels— 
high speed, high alloy, carbon & 
low alloy • Specialty Steels— 
billets, hot rolled & deluxe bars • 
Precision ground flat stock • Drill 
rod 

Industrial Fastener Products: Cap 
screws, bolts, nuts, rivets, spikes 
and alloy studs • Mine roof bolt¬ 
ing and supports • Sucker rods • 
Stopper rods • Hot and cold 
forged custom designed parts 

Wire Rope Products: Wire rope 
and strand in bright and galva¬ 
nized wire • Fabricated assemblies 
consisting of wire rope slings, 
spliced products and socketed 
components 

Forgings, Castings and Special 
Products: Forgings—open and 

closed die press, closed die drop 
and circular • Hardened and 
ground forged steel rolls • Ord¬ 
nance • Castings—steel, iron, 
brass and bronze • Machinery 
weldments • Ingot molds and 


stools • Coke • Coal Chemicals— 
tar, benzene, toluene, zylene, am¬ 
monium sulphate and sulphur 

Fabricated Steel Products: Custom 
plate fabrication for the petro¬ 
chemical, utility, and heavy con¬ 
struction industries • Pressure 
vessels • Fractionating columns • 
Stacks and stack liners • Nuclear 
tanks and vessels Class 2 and 3— 
in carbon and alloy steel • Tanks 
and bins—liquid and bulk stor¬ 
age • Corrugated metal pipe and 
structural plate 

Marine Construction: Ships and 
ship repairs • Barges • Mobile off¬ 
shore oil drilling platforms • In¬ 
dustrial products 

Mineral Products: Iron ore • 
Manganese ore • Coal • Lime • 
Metallurgical, commercial and ag¬ 
ricultural limestone • Slag • Min¬ 
eral wool • Ready mixed and 
asphaltic concrete • Copper con¬ 
centrates • Bentonite 


Plastics 

Products —Custom molded plas¬ 
tics products for the automotive, 
appliance, construction, furniture, 
textile, electrical and other in¬ 
dustries 

Proprietary plastics products: 
Toys, games, fishing rods, shut¬ 
ters, residential siding, mirror 
frames and components for the 
furniture industry 

Trade Names —Kusan, Nichols- 
Kusan, Southeastem-Kusan, Al- 
lastics, Schaper, St. Croix, Mastic 








INVESTOR INFORMATION 


Annual Meeting 

The Annual Meeting of Stock¬ 
holders of Bethlehem Steel Cor¬ 
poration will be held at 11:00 a.m. 
on Tuesday, April 25, 1978, in the 
Gold Ballroom, Hotel duPont, 
Eleventh & Market Streets, Wil¬ 
mington, Delaware. A notice of 
the Meeting, the Proxy Statement 
and the Proxy Voting Card are 
being mailed separately to stock¬ 
holders. 


Transfer Offices 

The offices at which transfers 
of Bethlehem Common Stock and 
Debentures may be made are: 
Corporate Securities Division 
Bethlehem Steel Corporation 
Bethlehem, Pennsylvania 18016 
and 

Bethlehem Steel Corporation 
One State Street Plaza 
New York, New York 10004 


Registrars of Stock 
The registrars for Bethlehem’s 
Common Stock are First Valley 
Bank, Bethlehem, Pennsylvania 
18018 and Morgan Guaranty 
Trust Company of New York, 
New York, New York 10015. 


Independent Accountants 

Bethlehem’s independent ac¬ 
countants are Price Waterhouse 
& Co., 153 East 53rd Street, 
New York, N. Y. 10022. 


Additional Corporate 
Information 

The Annual Report to Stock¬ 
holders is only one source of in¬ 
formation about Bethlehem avail¬ 
able to stockholders and the gen¬ 
eral public. Quarterly reports are 
mailed to stockholders about the 
10th of March, June, September 
and December. These reports 
contain financial results and other 
news about Bethlehem, and the 
June report contains a report 
on the Annual Meeting of Stock¬ 
holders. 

Bethlehem’s Form 10-K An¬ 
nual Report to the Securities and 
Exchange Commission provides 
further details concerning Beth¬ 
lehem’s business and other infor¬ 
mation not contained in the 
Annual Report. A copy of Form 
10-K may be obtained without 
charge upon written request ad¬ 
dressed to the Secretary, Bethle¬ 
hem Steel Corporation, Bethle¬ 
hem, Pennsylvania 18016. 


Dividend Investment Plan 

Bethlehem’s Dividend Invest¬ 
ment Plan, initiated in September 
of 1974, provides owners of Com¬ 
mon Stock with a simple, con¬ 
venient and inexpensive way to 
invest in Bethlehem Common 
Stock by the reinvestment of cash 
dividends and/or the investment 
of additional cash amounts up to 
$1000 in any calendar month. 

Bethlehem stockholders may 
enroll in the Dividend Invest¬ 
ment Plan at any time. Further 
information with respect to this 
Plan may be obtained by writing 
the Corporate Securities Division, 
Bethlehem Steel Corporation, 
Bethlehem, Pennsylvania 18016. 

Stockholder Correspondence 

General inquiries about Bethle¬ 
hem should be made in writing to 
the Secretary, Bethlehem Steel 
Corporation, Bethlehem, Pennsyl¬ 
vania 18016. 

For prompt assistance on ad¬ 
dress changes, consolidation of 
multiple holdings, lost securities, 
missing dividend or interest pay¬ 
ments and related matters, please 
contact the Corporate Securities 
Division, Bethlehem Steel Corpo¬ 
ration, Bethlehem, Pennsylvania 
18016. 


COMMON STOCK-MARKET AND DIVIDEND INFORMATION 

The principal market for the Common Stock of Bethlehem is the New York Stock Exchange. 
The high and low sales prices of the Common Stock on that Exchange, and the dividends per share 
paid on the Common Stock in 1977 and 1976, by quarters, were as follows: 

_1977_ _1976_ 

Sales Prices Dividend Sales Prices Dividend 



High 

Low 

Paid 

High 

Low 

Paid 

J anuary—March 

$40,375 

$33.75 

$0.50 

$48.00 

$33.00 

$0.50 

April—June 

37.50 

30.00 

0.50 

46.00 

40.125 

0.50 

July—September 

30.875 

18.50 

0.25 

45.50 

38.25 

0.50 

October—December 

22.25 

18.25 

0.25 

$1.50 

41.375 

34.375 

0.50 

$2.00 
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